








Foreword by by Ta Tipene O'Regan

E te tl, e te ta, e rau rakatira ma, ténei te mihi
atu ki a koutou.

Rere atu aku kupu mo te taoka o Piopiotahi.

Raki, the sky father, had three children by his
first marriage to Pokoharua o Te Po: Aoraki,
Rakamaomao and Tawhiri a matea. Deciding to
explore the great ocean, Te Moana-nui-a-Kiwa,
Aoraki set out in his waka, Te Waka o Aoraki,
with some of his other brothers. Tired of
voyaging, Aoraki was attempting to lift his waka
back into the realm of his father when it
stranded on a reef. Aoraki and his crew climbed
out onto the reef and were there for so long that
they turned to stone, becoming the highest
peaks of Ka Tiritiri o te Moana, the Southern
Alps.

After a time, T Te Rakiwhanoa, a descendant of
Aoraki, discovered the wreck of Te Waka o
Aoraki and gazed upon the frozen faces of h
whanau. After completing the takiaué (funeral
process), Tu set about the great task o
preparing the wreck to become a home for the
people who would come after him. He created
tuawhenua (peninsulas) to act as breakwaters
against the raging seas of the Southern Ocean
while his assistant at ainvested the land with
trees and forests and the coastlines with fish
and otherres urce .

Moving on to Te Tai Poutini, the West Coast, Tu
looked down on the wreck of the waka. Seeing
the wat rand rain that had gathered in the
wreck, he decided to create rivers. He made a
hole and with his strong thighs he thrust against
the land and released the waters. This first river
was called Ka Mawheranui o Ka Kiwha o Tt Te
Rakiwhanoa.

T0 then travelled south on the western coast
towards his biggest challenge. Beginning at
Tawhito-tarere (Puysegur Point), he started
chopping into the land with his adze, beginning
the formation of what we now call Te Rua o Te
Moko (or Te Atawhenua), Fiordland. With the
assistance of Hine Titama, the land was covered
with forest.

After several successful attempts at shaping the
land, Tt and Hine Titama (who later became
Hine-nui o Te-Po - the mother who gathers us in
at death) embarked upon their greatest and final
work, carving the land to create Piopiotahi
Milford Sound.

While the grandeur of Piopiotahi is undeniable,
there is much more to discover throughou this
entire region, following the ancient pa hways of
our tipuna. Informed by mana whenua the
Milford Opportunities Project has presented a
holistic vision of how our cultur lunderstanding
of the landscape canin pire the protection
needed to sustain Piopiotahi for the future.
Weaving the stories o the pastinto the future
vision for this egion through the concept of a
journey provides an opportunity to enrich the
experien e for visitors through Ngai Tahu values.

Sitti g within this internationally recognised
NESCO World Heritage site, Te Rua o Te Moko
Fiordland is both a refuge for our taonga species
and a place of spectacular natural beauty. Given

its international status and depth of cultural
significance for Ngai Tahu as the culminating
work of Tt Te Rakiwhanoa, it is difficult to think
of a place more deserving of a bold commitment
to achieving aspirational goals than Piopiotahi.

Many years ago, the founding Director-General
of the Department of Conservation, the late Ken
Piddington, invited me to work for a period as a
consultant to the Department during its
establishment. We formed a close friendship
and he often spoke of Piopiotahi to me. |
remember to this day his great words:

“We must be very careful of this taoka, this
treasure, lest we love it to death.”

With purposeful coordination and well-planned
sustainable development, we have a chance to
enhance the wairua or spirit of this special place
for future generations and their guests.

—Sir Tipene O’Regan ONZ, CRSNZ
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Introduction

| still vividly recall the day my parents and | first
travelled to Piopiotahi Milford Sound in April
1990. We’d spent the previous eveningin Te
Anau, woke to a blue-sky day and set off in our
rental car. From the moment we crested the hill
and saw the Eglinton valley, we were struck by
the majesty and beauty of the journey to
Piopiotahi Milford Sound. Gasps of wonder
interspersed the silence as we took it allin.

| have no doubt that our experience of this New
Zealand icon will be like that for visitors from
around the world, and the journey to Piopiotahi
Milford Sound continue to spark similar
reactions in the future. Ngai Tahu, mana whenua
of this special place, have long known its
majesty and significance. As Ta Tipene O’Regan
so eloquently articulates, the creation of
Piopiotahi is integral to Ngai Tahu history and
their connection to the wider Fiordland area.

Piopiotahi Milford Sound’s significance was
recognised globally with it being declared a
UNESCO World Heritage site in 1986.

With the growth of New Zealand as a p emier
international visitor destination, a d ith many
visitors attracted by the iconic imagery of
Piopiotahi Milford Sound, v sitor numbers
continue to increase. Despite the best efforts of
mana whenua, tourism operators, central and
local governmen and conservation groups,
visitor number are having a negative effect on
the visito experience, conservation, and
environme tal values. As a result, we have seen

this ew Zealand taonga deteriorate.

The Milford Opportunities Project was
established to turn this around. The project
produced a Masterplan that aimed to preserve
and enhance Piopiotahi Milford Sound and its
surrounding land and marine environments for
future generations, by preserving the
environment and improving the visitor
experience.

This Business Case is the culmination of six
years of work to develop and then test the
feasibility of the Masterplan. It contains options
and recommendations for Ministers to consider.
It has been informed by robust research and
feasibility testing and is based on the best

information currently available, here, and

overseas.

The Business Case reflects the thoughts,
aspirations, and experiences of a wide number
of stakeholders. Many people have generously
contributed their time, energy, and wisdomt s
development. The sheer number of intere t d
parties speaks to the uniqueness of Piopiotahi
Milford Sound, the complexity of th issues, and
the connection it inspires in those who visit, live,
play and work in the area. I’d li e to thank all
who have been involved in get ing the project to
this point and to emp e the importance of
your ongoing role nr alising the future state
envisaged by this Business Case.

In closing I’d like to acknowledge the previous
Chairof t e Ministerial Advisory Board, Dr Keith
Turner and Ministerial Advisory Board members,
past and present. I’d also like to acknowledge

he central and local government agencies who
have supported the work of the board,
particularly the Department of Conservation for
hosting the Unit working on this project. Lastly,
I’d like to acknowledge Ngai Tahu for their
unwavering support and commitment to the
project.

Jenn Bestwick

Chair of the Milford Opportunities Ministerial Advisory
Board
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01.
EXECUTIVE SUMMARY

Visited by one in two international holiday arrivals to our
shores, Piopiotahi Milford Sound is a treasured taonga for
Ngai Tahu and a New Zealand icon However, the natural
environment and infrastructure are struggling to cope with
increasing volumes of visitors Persisting with the current
settings for tourism and conservation risks further
deterioration of the visitor experience.

This business case proposes a major change in how we
manage tourism in Piopiotahi, to protect the natural
environment, reduce risk, provide visitors with a unique
experience, and create opportunities for Ngai Tahu, private
enterprise, and local communities to thrive.
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Piopiotahi is of great cultural
significance to Ngai Tahu

Te Rua o te Moko is an extremely important
place in the Ngai Tahu landscape. It was the last
great work of Tu Te Rakiwhanoa, who was the
carver of rock, shaping Te Waipounamu (the
South Island) and making it fit for people to live
in. Piopiotahiis located in the northern stretches
of Te Rua o Te Moko.

Ngai Tahu are tangata whenua of Te Rua o te
Moko and mana whenua is exercised by eight

Papatipu Rinanga on behalf of Ngai Tahu
whanui. Ngai Tahu has maintained ahi ka roa in
Te Rua o te Moko for centuries, and the
expression of its cultural heritage is
fundamental to Ngai Tahu exercising
rangatiratanga and kaitiakitanga in Piopiotahi
and the wider area. Ngai Tahu has arichly
diverse living heritage, including tikanga,
matauranga, and purakau that deepen the
identity, wellbeing, and social cohesion of this
iwi. Piopiotahi and the wider area have long
been a significant feature of Ngai Tah history
and its seasonal lifestyle.

Piopiotahi is an important contributor to
the tourism economy

The visitor economy and tourism are significant
earners for the Southland region as well, making
up 10% of regional GDP and being the fourth-
largest earner for the Southland region
pre-COVID.

Fiordland itself is more reliant on international
tourism, with 65% of tourism spending in the
district coming from international visitors in
2019 compared to 40% for New Zealand

generally. The high pr po ion of international
tourists brings wi h it economic opportunities
for local businesses providing accommodation,
transport food, and visitor experiences. In this
way, tou ism makes a significant contribution to
regi na employment, economic output, and tax

revenue.

n 2019, 77% of the visitor spend in Fiordland
could be attributed to visitors to Piopiotahi
Milford Sound. That $190 million, out of a total
visitor economy in Fiordland of $250 million, is a
direct result of Piopiotahi as a magnet attraction
within the region.

Fiordland National Park and the marine
environment is home to many
endangered species

At ove 1.2 million hectares, Fiordland National
Parkis our largest national park and one of the
biggest in the world.

Itis a nationally and internationally significant
park for its role in the conservation of many
ecosystems and species.

The area supports a wide range of highly intact
ecosystems that support very high diversity of
indigenous species, including many nationally
threatened or at-risk plant, bird, insect, lizard,
bat, and marine mammal species. Several of
these species are either endemic to Milford

1

Sound Piopiotahi or have a nationally significant
population present in the park.

Invasion by marine pest species is the single
biggest threat to the marine conservation values
of Piopiotahi. Although there are no known
marine pest species within Piopiotahi, these can
be introduced by a range of vessels (from large
commercial vessels to small private craft)
through biofouling’ of pest species when these
vessels are travelling through other areas of the
country, including from elsewhere in Fiordland
where the Asian kelp Undaria pinnatifida is
present. As well as biosecurity risks, overfishing
is a concern, especially for recreationally and
commercially targeted species such as blue
cod, rock lobster, and paua.

The accumulation of microorganisms, algae, plants and small animals on surfaces of marine vessels.
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1.3 As visitor volumes continue to grow, the
tourism and conservation system faces increasing

Pressure

A wide range of connected challenges need to
be addressed relating to how tourists and
commercial activities are managed, the ageing
infrastructure, fragile eco-systems, and the
overall governance of the tourism and
conservation system.

Mana whenua feel they are limited to reacting to
what is happening in the area and that their
stories are extracted from their cultural cont x
and poorly understood.

Congestion is degrading the visitor
experience through an erosion of the
sense of untouched wilderness

Approximately 880,000 people visit Piopiotahi
Milford Sound each year via the Milford Road
(SH94). Around 50% come by bus, 45% by car,
and 5% by campervan. Almost all visitors enter
and exit in one day. A further 200,000 people
typically enter Piopiotahi each year on large
cruise vessels.

The “cul de sac” nature of SH94 and the lack of
accommodation in Milford Sound mean that
almost all visitors enter and exit Milford Sound
on the same day. The visitor flow is lumpy, which
causes significant c ngestion at the Homer
Tunnelinthe l te morning/early afternoon
period when the wo flows meet. It also creates

congestion in Milford Sound itself when visitors
arrive and leave be ween 11 am to 3 pm.

Surveys have demonstrated that with the
current level of infrastructure and services in
Milford Sound, visitors start reporting nuisance
from crowding in surveys when tourist numbers
reach between 3,000 and 4,000 per day. Visitor
numbers regularly reach and exceed these
levels between the busiest months of November
and April, meaning current visitor levels are
already at a critical limit where the experience is
noticeably impacted.

There is arisk that as tourism continues to
increase without sustainable management, the
associated crowding effects, loss of amenity,
and degradation of wilderness and conservation
values would erode the visitor experience over
time.

MILFORD OPPORTUNITIES PROJECT BUSINESS CASE—01. EXECUTIVE SUMMARY 9






concessions. Their concerns include the
concession system’s limited ability to consider
the hauora of Piopiotahi and the rights and
interests of Ngai Tahu.

The collective impact of these limitations in the
existing regulatory and planning framework is to

limit operators’ ability to improve the visitor
experience through investing and innovating,
and also to limit their ability to manage adverse
effects on the natural environment.

...and is compounded by a fragmented
management and governance regime

Current arrangements for management and
governance of Piopiotahi Milford Sound are
complex.

The area sits at a nexus of regulatory regimes,
with responsibility dispersed across several
central and local government agencies.

This has resulted in a situation in which:

> there is no shared vision or regulatory co-
ordination for the place (including no agreed
approach or guidance on how to make trade-
offs between commercial, tourism, and
conservation outcomes

> Ngai Tahu are unable to participate and
reflect their values and heritage wit in he
place

> current management tool are nflexible and
not responsive to emerg ng pressures, and

> dispersed respons bilities have created a lack
of transparency a d lack of certainty, with
operators needi gto navigate a range of
regulatory reg mes to seek both concessions
and o sents. Decisions are made separately

under each regime, and under inconsistent
timelines.

A change is needed

Overall, the current arrangement ar not well
suited to address the pressin challenges facing
Piopiotahi Milford Sound. h current
frameworks do not provi e sufficient tools, and
do not enable resp nsi e management that can
adapt to changing circumstances. A new system
is needed tha can:

> supp rt more coherence across multiple
regu atory systems, reduce costs of
compliance, and provide more certainty, to
better incentivise investment that meets the
needs of the natural environment

> increase coordination between
management entities and operators as they
tackle the most pressing challenges,
including growing congestion

> provide greater clarity and certainty on the
outcomes we are seeking from
infrastructure investment, and more effective
prioritisation of that investment, and

> enable a shared vision and outcomes to
drive collective contribution to
conservation work and individual actions to
mitigate effects.

Ageing infrastructure in the area is not
equipped for higher visitor numbers and
is vulnerable to resilience risks

Piopiotahi Milford Sound is not well organised
for the spectacular experience that it offers, and
has not changed significantly in response to
increasing visitor numbers. Most of the
infrastructure is old and in poor condition, and is
inadequate for the current visitor demands. It is
also difficult to obtain funding for upgrades.

The aerodrome dominates the landscape in
Piopiotahi Milford Sound. It divides the main
visitor area in two, separating Deepwater Basin
from Freshwater Basin, with the current road
entry providing limited views of the fiord from
the road on the journey into Piopiotahi. Its
presence and location is a barrier to spatially
planning a route for visitors that provides clear
and spectacular views of Piopiotahi on arrival.

The Masterplan argues that “a balance is
needed to ensure the plans, activities,
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1.4 We have a significant opportunity to provide
our international visitors with a world-class
experience while also protecting and enhancing

the natural environment

This business case presents an opportunity to
tackle these challenges in an integrated way,
recognising that they are intrinsically linked to
the way the tourism and conservation systems
are currently managed. This calls for:

> A more co-ordinated decision-making
approach that enables more responsive
management of Piopiotahi Milford Sound,
including of safety and hazard risks; more
clarity in how to make trade-offs between
conflicting priorities; and greater certainty for
private operators so they can invest and
innovate.

> A managed access approach that disperses
visitors along the Milford Corridor and
Te Anau to reduce the congestion and
associated impacts in Piopiotahi itself.

> Mechanisms that enable tourists t
contribute more to the natura environment
and infrastructure they njoy and to support
the financial sustainability of the place.

> Opportunitiesfo Nga Tahu to exercise their
rangatiratanga, kaitiakitanga, and
manaakitang and to provide full value to the
Ngai Tahu whanui, to the communities of
Pi piotahi, and, through their hospitality, to
domestic and international visitors.

> Better management of visitors and the
inherent risks they face, which would
generate a positive impact on long-term

conservation outcomes, and greater us of
private enterprise to achieve economic
benefits for the region.

Alignment with government priorities

Better management of visitors and more use of
ign well with the
current Governm nt overarching priority of

private enterprise wo d

building a stronger, more productive economy
that increases real incomes and opportunities
forallN w Zealanders.

Supporting a flourishing Piopiotahi Milford
Sound also aligns with the Government’s aim of
eveloping a tourism infrastructure and
workforce that can provide a world-class visitor
experience to more visitors to New Zealand.

A coordinated reset is needed

Areset and shift is needed across the
interconnected areas of governance, funding,
infrastructure, visitor management, and
commercial operations. Tackling these
challenges in a piecemeal or stepped approach
is unlikely to achieve long-lasting change that
places the management of Piopiotahi Milford
Sound on a sustainable footing.

The investment objectives for this business case
speak to this opportunity.
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1.5 Our preferred option represents a step change
in how tourism and conservation will be managed
in the area to respond to current and future

Dressures

The preferred option takes an integrated
approach to addressing the challenges at
Piopiotahi Milford Sound, recognising these are
interconnected and cannot be tackled in a
piecemeal way. Key components of the
preferred option are that it:

> delivers new experiences and activities
along the corridor, and realigns the spatial
layout of Piopiotahi Milford Sound to enable
a compelling sense of arrival, including a new
visitor centre

> manages access through a combination of
investments and restrictions to shift people
away from travelling to Piopiotahi Milford
Sound by private vehicle and to spread the
flow of visitors during the day

> introduces an international visito access
charge recommended to be $100 er adult
and $50 for children 14 and under, for visitors
entering the nationalpa  co ridor, village, or

inland waters, to be collected directly

through an online p yment system or via

concessionair s

> establishes Piopiotahi Protection and
Restoration Fund, funded through the
int rnationalvisitor access charge, to invest
di ectly in protecting, restoring, and
enhancing the natural environmentin
Fiordland National Park and the Fiordland

marine area

> manages concessions differently, including
through setting higher standards and
expectations for operators, and throu h using
proactive approaches to statu yplanning
for and allocating of conce sions. This will be
complemented with mor deliberate
monitoring, oversight nd performance
management of c mmercial activities against

agreed expecta ions

> provides for more coordinated and
dedicated governance and management of
t ep ace, to ensure responsive decision
making supported by clear trade-offs, greater
presence, and clearer tools to draw on
(covered further in the management case),
and

> retains the aerodrome and cruise ship
access, but with increased focus on
minimising environmental effects and on
investment to better match the world-class
experience the area warrants (in line with
improvements in this area across all forms of
operation).

This option seeks to make tourism in Piopiotahi
Milford Sound more sustainable and higher
value while protecting and enhancing the
significant conservation, environmental, and
cultural values of Piopiotahi. It does this through
major improvements to facilities for visitors and
the community, combined with using the
dedicated Piopiotahi Protection and Restoration
Fund to give back to the environment over the
long term. The Fund will be used to reinvest in
the whole Milford journey and wider Fiordland.
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Conservation activities that the Piopiotahi Protection and Restoration Fund could

enable

The funding enabled by the IVAC presents significant new opportunities to accelerate conservation

activities in the Fiordland National Park and Marine area. These could include:

Predator and pest control

The frequency and timing of predator control operations depend on the needs of the species being

protected and the characteristics of the ecosystems at each site. Sustained control is cyclical, occurring

typically every 3 to 4 years.

Based on DOC'’s average national costs for sustained predator suppression, across 1.2 million he tar sin
Fiordland, full suppression would cost approximately $14.5 million a year.?

Wild animal control

The wild animal management control carried out each year depends on the biodive sity value of a site,
other threats and pressures at the site, and other conservation activities.

Based on DOC'’s estimated national costs for sustained wild animal suppr ssi n, across 1.2 million

hectares in Fiordland, full suppression would cost approximately $4.5 million a year.®

The preferred option creates a virtuous
cycle for tourism, community
aspirations, conservation objectives,
and Ngai Tahu aspirations, through a
self-funding, regenerative model

e provides an opport nity for a reset of the
strategic vision and management of the
place, onth tcanembolden manawhenua,
operators, conservation groups, and other
parties o manage tourism and conservation
p essures in a co-ordinated way

e provides a shift to a self-funding model that
helps to manage the added costs and relieves
dependence on Crown funding in the
immediate future, which is likely to be limited
under current fiscal pressures

e provides a major change in the visitor

experience, with the creation of new
immersive cultural experiences, new
accommodation options, walking and cycling
trails, and a reduced infrastructure footprint
that enables visitors to experience the full
untouched beauty of the place

gives effect to the rights, interests and
aspirations of Ngai Tahu by providing
genuine opportunities for self-determination
through participation in decision-making,
access to commercial opportunities, and a
more visible footprint within the place

e creates new commercial opportunities for

private enterprise, through reducing
compliance costs and creating a more certain
regulatory environment so that operators can
make investment decisions and innovate,
which will ultimately enable strong regional
growth, and

significant reinvestment into conservation
and the environment across Fiordland
National Park and the Fiordland Marine area.

2 Costs based on a four-year cycle of 1/3rd at $45/ha + 1/3 at $55/ha (additional costs due to distance of delivery — helicopter travel time))

3 (Costs based on a four-year cycle Alpine habitat c. 400,000 ha c. $4/ha per treatment, Forest habitat Forest c. 800,000 ha c. $20/ha

treatment = $18m every four years
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under existing strategies, including through the

Critically, this business case is well
Milford Road Alliance.

informed by an analysis of the current

. . During the B d’s f ibility testing, th
undesirable level of natural hazard risk uring the Boards feasibitity testing, the

Emerging evidence of and insights into the
specific natural hazards facing Piopiotahi
Milford Sound has weighed heavily on the
Board’s assessment of options and the choices
of infrastructure to be included.

This was combined with specific feedback from
tourism operators who, informed by the
Whakaari White Island tragedy, saw this as an
opportunity to significantly improve the
approach to resilience and safety at Piopiotahi
Milford Sound by taking a more integrated
approach.

The presence of natural hazards in Piopiotahi
Milford Sound and the Corridor is not new, with
significant exposure to landslides, avalanches,
and rockfalls. These are all being managed

evidence on the risks posed by an Alpine Fault
earthquake of magnitude 8.0 or greater has
gained prominence. A landslide-induced
tsunami impacting Piopiotahi Milford Sound has
been identified as the greatest natural hazard
risk facing the project, one requiring new
mitigation measures.*

ntified that
there is a 75% probability of an Alp ne Fault

Expert research and analysis hasi

earthquake within the next 50 yea s for which
there is a 44% probability of a andslide entering
the Fiord, which coul h ncreate alandslide
induced tsunami Su h an event would be

catastrophic, posing significant risk to life.®

These risks have informed the approach to the
preferred option.

The preferred option brings nationally
significant benefits

The preferred option brings a ange of nationally
significant benefits, including:

> reversing the curren trajectory thatis likely to
see the natura nvronment and visitor

experience egraded, and avoiding the

potent al damage this could bring to

New Ze land’s tourism brand and image

> enhancing the profile of New Zealand tourism
through developing a sustainable model of
tourism that gives back to the environment,
mana whenua, and local communities

> strengthening the value proposition of
Te Anau and Piopiotahi Milford Sound for
visitors, which will contribute to a thriving
Southland regional economy

> delivering significant economic benefits for
the Southland region, including new jobs and
added value to the regional economy

> paving the way for a shift to a more resilient
model of tourism, one that attracts a wide
range of visitors and encourages slower
tourism that builds more authentic
connections with the natural environment
and cultural heritage

> relieving some of the pressure on
Queenstown by freeing up accommodation
currently used by visitors who spend their day
in Piopiotahi Milford Sound and making it
available for visitors wanting to stay and
explore Queenstown and surrounding areas,
and

> providing useful insights for how to respond to
similar pressures in other places in
New Zealand - although the approach to
funding, governing, and delivering the
preferred option has been prepared solely
with Piopiotahi Milford Sound in mind.

4“WSP, Milford Opportunities Project Natural Hazard Assessment Part B: Basic Risk Assessment, 11 June 2024.

°Taig and McSaveney. Milford Sound risk from landslide-generated tsunami. 2015
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Economic benefits of the preferred approach

The preferred approach will bring economic > willincrease employment opportunities by
benefits to the Southland region from the 594 additional FTEs per year
increased infrastructure and conservation

> willincrease local GDP by $73.9 m per year
expenditure proposed through the IVAC revenue.® y$ =

The tourism economy is expected to increase:
Over the 12-year construction period:

> to 1.8m Fiordland guest nights in 2030, rising

> employment opportunities will increase b
e A v t0 2.9 m in 2080

215 additional FTEs per year
> toa$231 m annualvisitor spend in Fiordland

> local GDP will increase by $27.9 m per year . . .
in 2030, rising to $432 m in 2080.

Over a 50-year period, investment from funding
for conservation and the environment:

6 This economic impact analysis will depend heavily on the composition of the projects funded. This will be uncertain until the first
planis prepared but may result in a wide range of outcomes. For example, science to study the benefits of a particular ecosystem
would be less likely to generate job numbers than planting or similar.

MILFORD OPPORTUNITIES PROJECT BUSINESS CASE—01. EXECUTIVE SUMMARY 19






The revenue generated through the IVAC could
be applied to further investment in conservation
and environmental activities throughout
Fiordland National Park, to the benefit of the
broader region including the marine

environment. This helps to reduce the estimated
investment gap that currently exists in
conducting conservation activities across
Fiordland National Park and in the marine
environment.

Financing the preferred option

The business case sets out a bold new approach
to funding the required investment. There is
limited funding available within the current
Department of Conservation baseline for the
management of Fiordland National Park, and
that funding is highly unlikely to increase to a
level that would meet the investment
requirements imposed by higher visitor
volumes. Funding within the significant marine
environment, met by Environment Southland, is
also heavily constrained.

Itis proposed that the international visitor
access charge (IVAC) be set at a level of $100
per adult and $50 per child aged 14 or under, in
order to provide sufficient revenue to ensure the
preferred option is self-funded over its life A
range of $75-$100 was considered, bu $100
provides the best reinvestment in conservation
and environmental outcomes

The business case proposes introducing this
new charge on 1 July 2027, in time for the
2027/28 financialy ar.

The IVAC and its associated revenue can be ring-
fenced and structured in an Infrastructure
Funding and Financing ‘IFF-type’ arrangement.
This would give the management entity he
ability to source private finance agains t is levy
revenue.

Under this approach, investments that are
needed before the levy takes effect and the
sourcing of private fin nc would be able to be
funded with a fiscally neutral Crown loan, which
would be paid back immediately upon the
structuring of any private finance deal.

More than 50% of assets and services proposed
asp rt fthe preferred option could be
delivered by the private sector, through new

oncession arrangements, representing
significantly increased opportunities for the
economic growth of the tourism sector in
Piopiotahi Milford Sound. The revenues
generated from the IVAC can also deliver more
than $4,753.507 million in additional funding to
support conservation and environmental
activities within the broader Fiordland National
Park and related marine environment.
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1.1 The preferred option creates opportunities
for existing and potentially new private-sector
concessionaires

The spatial plan and proposed investments represent the most
significant shift in the available infrastructure in Piopiotahi Milford
Sound in more than a generation. The proposed investments rep esent
a seminal opportunity to future-proof and protect the place, w th its
great importance for mana whenua, for the tourism opera ors who rely
on its international appeal for their prosperity, and for all New
Zealanders.

The preferred option introduces a significant ownersh pinterest in the hotel and visitor centre

shift in the visitor management approach at and cor infrastructure within Piopiotahi itself.
Piopiotahi Milford Sound, including a reduced . . . . . .
o o ) At the same time, this option will provide a suite
footprint in Piopiotahi village itself to manage . .
) ) f opportunities to a range of potential

natural hazard risks and reduce congestion. Th s .
commercial partners, from mana whenua, to

approach will have a material impact on exis ng .
infrastructure developers and operators, as well

concessionaires, especially those with n . .
as tourism operators and the local community.

A new asset management and
investment plan over a period of at
least the next 10 years should be
developed, to guide the
implementation of the preferred option

strategy and plan, which outlines the planned
investment, and is similar to the form and
structure of the long-term plans that are used
to outline local authority expenditure on
services and assets.

The Piopiotahi Amenities Area and Investment
Plan would be developed and owned by the

entity and updated every three years and
At the same time, as the proposed changes y P y y

ld also b d to build pipeli taint
a e envisaged to be delivered over a time coUid aisobe usedto buiid pipetine certainty

. for future investment opportunities for
period of at least twenty years, the o )
. . L . potential infrastructure partners and tourism
programme is proposing a new Piopiotahi o o
. . operators with interests in Milford Sound
Investment and Delivery Entity to manage the T ) ) ]
. Piopiotahi and the broader region. This
delivery of proposed works, and to help
approach would also help to best manage any
develop a long-term asset management plan tential it and bility that
otential capacity and capability issues tha
(Piopiotahi Amenities Area and Investment P o ph dy l P yd
may arise in the development an
Plan), which will guide decisions associated v P
. introduction of new infrastructure assets
with when to construct assets, and how

. . throughout Fiordland. This plan would also
potential partners may be involved.

include the approach to funding investments

The business case proposes that the
Piopiotahi Investment and Delivery Entity
develops an overall asset management

that protect, enhance and restore the natural
environment in the Fiordland National Park
and associated marine area.
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There are a range of commercial
delivery models that can be used to
deliver the investments in a more
strategic way...

The proposed investment to improve visitor
experience and mitigate negative
environmental and conservation effects
provides a platform for thinking differently and
more strategically about who provides what

services.

The delivery entity also has a range of choices
for how it leverages these opportunities
through strategic partnering and a shared
sense of ownership of the environmental and
visitor management of the area.

The proposed investment plan approach
offers a range of programme level benefits
that will significantly enhance the efficiency,
cost effectiveness, and contribute to the
overall success of the programmed
investment. Importantly, this level of
investment activity within such a pristine
environment, will need to be delivered in a
way that does not detract too much from
delivery of a world class visitor experience
Key benefits include procurement economies
of scale, stronger supply partne ship and
stability of workforce (whichis p rticularly
important given the remote | cation for works
delivery) and risk management (given the need
to delivery workin a co plex high-risk
environment and fr gile ecosystems).

...paired with a strategic approach to
allocating concessions

The proposed management and governance
arrangements detailed in the Management Case
set out a shift in how permissions are managed
in Piopiotahi Milford Sound. This inc udes key
shifts to focus on shared outcomes and taking a
more strategic and co-ordinated approach to
managing activities (a opposed to an effects-
based approach)

This involves m king use of tendering or other
strategic rocurement disciplines to improve
the w y concessions are allocated and

man g d, in line with the overall vision and

s rategy for Piopiotahi. This approach will ensure

that ¢ ncessions are awarded to the operator
and activity that best meets the broader
objectives (rather than on a ‘first in first-in-first-
served’ basis). It will also enable strengthened
performance management and provide more
certainty to operators.

Of great importance, is the application of the
primary relevant Treaty principles, active
protection and partnership, to ensure Ngai Tahu
is given appropriate opportunity to participate in
any concession opportunities presented by the
plan. These considerations will pay particular
regard to the economic benefit to iwi, the active
protection of mana whenua interests and the
consideration and protection of identified
cultural values.
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1.9 We would expect the option to be
implemented over 12 years, split into

three horizons

The programme to implement the preferred option is significant, and
investment certainty is needed for operators.

As set out in the Commercial Case, we propose
a phased approach, to ensure the stages are
manageable and that complexity and risks can
be managed, and also to reduce disruption and
increase the level of financial control. This
phased approach needs to include a clear path
forward for operators, who have faced several
years of regulatory uncertainty.

We propose that the future Piopiotahi
Investment and Delivery Entity be responsible
for delivering the investment plan. The plan
would set out the overall asset management
strategy and planned investment, including
timing. This business case provides a significant
platform for the development of this p an.

We have developed a high-level implementation
plan (Figure 4), setting outth foc s of activities
across three main stages.

The implementation approach generally seeks
to begin physicalw r sinthe Corridor and

Te Anau befo  works in Piopiotahi Milford
Sound village.

This i intended to minimise disruption to the
area, progress the development of corridor
a commodation (for visitors and workers)

before accommodation isremov d rom the
village, and enable time to resolve any changes
to the more complex concessio arrangements
in the village.

Indicative planning a sessments highlight a
range of works tha an be undertaken in the
corridorunde the current framework. Those
assessments recognise that projects that give
rise oi sues underthe current statutory

plann ng mechanisms should wait until the
more enabling revisions are made to the
planning framework (approaches to obtaining
planning approvals are discussed further in the

Commercial Case).

In parallel, there will be early opportunities to
strengthen and diversify the visitor experience
including through:

> identifying new concessions that could be
opened up early to create commercial
opportunities for both existing and new
operators, including Ngai Tahu, and

> providing for an early introduction of a
stronger cultural narrative —which has been
highlighted in market research as being
attractive to international visitors.
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STRATEGIC CASE

This strategic case (also referred to as the “case for change”)
sets out a compelling rationale for why a shiftin approach is
needed to sustainably increase the value of tourism in
Piopiotahi Milford Sound while protect ng its significant
environmental and conservation values.

Visitors to Piopiotahi Milford Sound expect a unique and
memorable experience worthy of its world heritage status and
iconic reputation. Meeting those expectations is inextricably
linked with the way we care for the environment. There is an
opportunity to partner with mana whenua to enable them to
exercise rangatiratanga and kaitiakitanga in this special place,
while creating an authentic cultural experience for visitors.
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7.1 Introduction

This business case seeks to address the current experience that visitors have come to expect

challenges and opportunities posed by tourism while also protecting the place for future
and environmental pressures in Piopiotahi generations.

Milford Sound. It seeks to reinstate the iconic

Ngai Tahu is tangata whenua of Te Rua o
te Moko

Ngai Tahu has maintained ahikar ainTe Rua
o te Moko for centuries and the expression of
its cultural heritage is fundamental to Ngai
Tahu exercising its tino rangatiratanga and
kaitiakitanga in Piop t iand the wider
area.”

Mana whenua is exercised by eight Papatipu

Rlnanga on behalf of Ngai Tahu Whanui. This
right is derived from mana atua (gods), mana
tlpuna (ancestors), mana whenua (land) and

mana tangata (people.
—Piopiotahi community member

The takiwa of Ngai Tahu is described in section 5
of the Te Rinanga o Ngai Tahu Act 1996.

In 1987, the Department of Conservation

Pressure on Piopiotahi Milford Sound
has spurred previous attempts to better
manage tourism

(DOC) assumed responsibility for national
parks. In 1988, DOC considered options for
managing visitors within Piopiotahi Milford

Since the opening of the Homer unnelinthe
1950s provided land acces to the area,
Piopiotahi Milford Sound's tourism landscape
has changed significa ly Initially, visitor
numbers increas dincrementally, with tourism
mainly concen rated around Christmas, school
holidays, and Easter. However, tourism has
increased xponentially in recent years,
culminating in nearly 900,000 visitors in 2019,
including cruise liner passengers. This surge has
placed considerable pressure on Piopiotahi
Milford Sound's environmental values, roading
infrastructure, utilities, and visitor facilities.

In response to the rapid growth in tourism,
several attempts have been made to better
manage tourism and its effects in Piopiotahi
Milford Sound, with a focus on reducing
congestion on the Milford Road and corridor, the
village itself, and on limiting further degradation
of the environment:

Sound in response to pressures created by
tourism. It was widely recognised that the
growing visitor numbers were unsustainable,
but despite various reports, no marked
improvements were made to the area. This
inaction was seen as devaluing New
Zealand’s visitor experience and Piopiotahi
Milford Sound’s value proposition as a
destination. The options DOC looked at
included maximum daily visitor numbers, and
were required to “provide for the pleasurable,
safe and efficient movement of visitors so that
the maximum number of people can enjoy the
natural scenic attractions ... in a way that
minimises adverse effects on the
environment.”' A supplementary report
explored in further detail the impact of a
maximum daily visitor cap of 4,000 people

! Murray North, Boffa Miskell Partners and Dr Bob Kirk (1988). Milford Sound Fiordland National Park: Development Options Report.

p6.
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with limits on how and where buses and cars
can travel within Piopiotahi Milford Sound.?

> In 1999, the Milford Concept Plan proposed a
visitor cap, including limits on cruise ships
and a strict daily limit of 4,000 visitors, in line
with the 2007 Fiordland National Park
Management Plan.® Suggested methods for
enforcing this cap included controlling access
via the Homer Tunnel and booking systems or
car parking vouchers during peak seasons.
However, this plan was largely overlooked
and has not been realised. Before the COVID
pandemic, the number of tourists often
exceeded this limit.*

> InJune 2007, DOC released the Fiordland
National Park Management Plan (FNPMP) as a
guide for the future of the Park. This aimed to
balance the impacts of increasing visitor
numbers with the continued preservation of
the Park’s wilderness and conservation
values. The Park was split into five zones that
allowed for varied visitor management tools:
wilderness areas, remote experience areas,
backcountry areas, high-use track corridors,
and front country areas. The five zones
recognise how visitors use and access each
of the spaces and the available infras uc ure
and facilities, and allowed for diff rent
settings to enable or restrict tou ism and
recreation concessions. The FNPMP also
introduced the concept of a visitor cap of
4,000 visitors per day

Piopiotahi is a spiritual place and everyone
who goes there should get the opportunity to
feel that pleasure

— the tranquil and personal experience we’ve
been privileged to have as locals.”

—Te Anau local resident

Despite numerous plans and proposals, there
have been few substantial changes.

The ongoing challenge of managing tour sm at
Piopiotahi Milford Sound led to the forming of a
Milford Opportunities Project (MOP governance
group in 2017 to establish the v s on and
objectives of the projec (Stage 1), followed by
engagement and rese rch to develop a Milford
Opportunities Masterplan (Stage 2), which was
formally laun hed inJuly 2021.

The scope of this business case is to
test the feasibility of the Masterplan and
recommend how it could be

imp emented

This business case builds on the ambitious and
innovative Milford Opportunities Masterplan that
was released in 2021. It is the third stage of the

broader project and would culminate in design
and implementation.

This business case tests the feasibility of key
concepts in the Masterplan and develops a set
of options for addressing the challenges
identified by the Masterplan, including how the
vision itself could feasibly be implemented.

In developing this business case, we have
engaged extensively with stakeholders who have
an interest in Piopiotahi Milford Sound, Te Anau,

Boffa Miskell Partners (1988). Milford Sound Fiordland National Park: Supplementary Report.

Department of Conservation (2007). Fiordland National Park Management Plan. p170
https://www.doc.govt.nz/globalassets/documents/about-doc/role/policies-and-plans/national-park-management-

plans/fiordland/fnpmp-june-2007.pdf

https://www.stuff.co.nz/travel/news/124754518/taming-the-crowds-rethinking-the-tourism-future-of-milford-soundpiopiotahi
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and the wider region. This includes
representatives from the tourism sector,
operators in Piopiotahi Milford Sound, local
residents, and government officials and
Ministers. We have also worked closely with
Ngai Tahu to understand their aspirations and

test the options developed in the business case.

A full list of stakeholders and partners we have
worked with is included in Appendix 2.1.

Supported by a solid evidence base, this
business case builds on the work done in
developing the Masterplan and takes this
forward to inform decisions on next steps and
implementation. The technical inputs to this
business case are referred to throughout the
document and listed in Appendix 2.2.

This project’s scope is limited to Piopiotahi
Milford Sound itself, the tourism and
conservation activities within it, and the tourist
journey to get there from Te Anau through the
Milford Corridor (see Figure 1). The scope
includes:

> management of access in the fiord

> the layout and infrastructure of Piopiotahi
Milford Sound, including transport and othe
infrastructure

> the Milford Road (State Highway 94 between
Te Anau and Piopiotahi Milford Sound),
including tourist points of int rest and visitor
amenities along this corridor

> Te Anau township, as it relates to tourism and
tourist flows in Piopiotahi Milford Sound, and

to regionale onomic outcomes

> measu es to manage demand and access for
tou ists travelling to Piopiotahi Milford Sound,

including restricting or charging for access

> eviewing current arrangements with
commercial operators in and near Piopiotahi
Milford Sound, including the interface with

DOC’s concessions management framework,

and

> management of the conservation and

ecological values in Piopiotahi Milford Sound.

While the scope of this project is Piopiotahi
Milford Sound rather than the whole of the

Fiordland National Park, this business case will

also note and acknowledge any possible flow-on

effects to other important conservation areas

and the potential that better management of this

area offers for the rest of the National Park.

Importantly, the approach taken here may offer

insights to the conservation management

system overall.

The project’s scope does not include deci i ns

relating to:

>

tourism and infrastructure in Queenstown or
the Southland region, other than analysing
wider economic outcomes and tourist
patterns as far as they are relevant to
Piopiotahi Milford Sound

the open seas b ond Piopiotahi Milford
Sound, oth rthan considering wider
ecological outcomes as they are applicable to
Piop otahi Milford Sound

management options for the Milford Road
itself, which will continue to be managed by
the NZ Transport Agency Waka Kotahi under
the Land Transport Management Act 2003

other sounds or parts of Fiordland, other than
considering displacement effects from
decisions about Piopiotahi Milford Sound, or
opportunities to better protect the
environment, and

the benefits, costs, and impacts of the cruise
industry to New Zealand generally; this
business case considers the impacts of
cruise in relation to Piopiotahi Milford Sound
and Southland.
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Piopiotahi Milford Sound is a national
icon of huge cultural significance,
characterised by remoteness and
natural beauty

The perception that Aotearoa provides a raw,
untouched nature experience is a primary driver
for people visiting this country,® and Piopiotahi
Milford Sound is a key place for visitors to get
that pure experience.

The area has iconic status with visitors and is
one of the country’s premier visitor attractions.
The 16-kilometre fiord is located within New
Zealand’s largest national park, Te Rua o te
Moko Fiordland National Park, and is part of the
UNESCO World Heritage Site Te Wahipounamu,
which covers the southwestern part of the South
Island.

Piopiotahi Milford Sound is often cited as the
Eighth Wonder of the World. Itis a unique
natural environment combining high, steep
mountains covered in native forest surrounding
a deep fiord. The iconic status of Piopiotahi
Milford Sound, including specific features such
as Rahotu Mitre Peak (depicted below) a e of
very high visual and tourist valu

Image 1. View of Rahotu Mitr Peak from
freshwater basin

The journey through the Milford Corridoris an
equally memorable experience, characterised
by U-shaped valleys, conspicuous mountain
ranges, dense beech forest, and expansive and
striking vistas. The scenery evolves as you
journey north from Te Anau, through broad
mountain ranges, and dense beech forest

5

(International market)

renowned for extensive birdlife in Countess
Range, through the glacier-carved Eglinton

valley surrounded by steep mountains (see
images below).

The journey carries on to the valley carved by the
Hollyford River at the Divide. This area, where
many walking and hiking trails converge, has
particularly strong significance for mana
whenua. The path ascends through the Homer
Tunnel, and through the Cleddau Cirque, an
expansive and striking valley, largely dev id of
vegetation on the sheerrock wall due to
constant slips during heavy ra nfall, before
arriving at the Cleddau River Delta and
Piopiotahi Milford Sound

Image 2. Countess Range

Image 3. Eglinton valley

Piopiotahi Milford Sound is located within the
Fiordland/Rakiura Zone of the Southland District
Plan. The entire zone is identified as an
Outstanding Natural Landscape due to its
natural and wilderness qualities, including its
aesthetic, ecological, landscape, open-space,
recreational, cultural, historical, and amenity
values. The landscape is internationally

Kantar (2023), Consumer insights to support development and implementation of the Milford Opportunities Project Masterplan,
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recognised for its striking characteristics, and
attracts numerous visitors to the park annually.®

As a remote location, Piopiotahi Milford Sound
also has a high exposure to seismic and flood
risk. This risk is recognised in the special
arrangements for managing the Milford Road

through the Milford Road Alliance operated by
the NZ Transport Agency Waka Kotahi and
Downer NZ. This ensures the safe operation of
the road including through avalanche control,
incident response, management of the Homer
Tunnel, and general maintenance.

Piopiotahi Milford Sound is a ‘jewel in
the crown’ of New Zealand tourism

Piopiotahi Milford Sound is a significant part of
New Zealand’s value proposition to visitors:

> close to half (or one in two) of all international
holiday arrivals to New Zealand choose to
visit it”

> Fiordland National Park is the most visited

national park in New Zealand, attracting 35%
of all visitors to national parks®

> Piopiotahi Milford Sound is a key attraction
within Fiordland, with 77% of the visitor spend
in Fiordland spent by visitors to Piopiotahi
Milford Sound, and®

> itis a significant part of New Zealand’s
tourism value proposition, being th  third
most popular experience in the co ntry and
one of the most popular expe iences for
visitors to Queenstown.™

Close to half of all international holiday
arrivals to New Zeal nd choose to visit
Piopiotahi Mi ord Sound, and it is the third
most popular tourism experience in the
country, n our most popular national park.

Piopiotahi Milford Sound received a Trip Advisor
‘Best of the Best’ Travellers’ Choice award in
2023. This is Trip Advisor’s highest level of
recognition, and is presented annually o
experiences that earn excellent reviews f om
travellers and are ranked in the to 1% of
experiences worldwide.

The general feedback from clients is that this
is the reason why they come to New Zealand.
Our unt uched environment. If you want to
see tunnels through mountains and gondolas
going up mountains etc, go to Europe, go to
America? Itis our point of difference.”

- Piopiotahi coach driver

Piopiotahi Milford Sound is a source of pride for
New Zealanders, who recognise our country’s
greatest asset is its natural beauty and that this
needs to be preserved over generations.™
Piopiotahi Milford Sound ranks a close second
to Queenstown in the list of top national parks
and scenic landmarks that New Zealanders visit:
52% of New Zealanders indicated they want to
visit Piopiotahi Milford Sound, compared with
55% for Queenstown.'?

86% of New Zealanders agree that Piopiotahi
Milford Sound is an icon of New Zealand™

UNESCO’s assessment of Te Wahipounamu as
a World Heritage Site only adds to the profile of

6 Boffa Miskell (2023). Milford Opportunities Stage 3. Landscape feasibility advice.

Based on MSTL estimate of approx. 970,000 overseas tourists, including large cruise passengers, and Stats NZ estimate of approx. 2

million holiday arrivals in the year ending March 2019. When including overseas visitors travelling to visit friends and family (approx. 3
million combined) the proportion visiting Piopiotahi Milford Sound is close to a third.

Kantar (2024). Analysis of International visitor survey and Milford Opportunities Questionnaires.

° Visitor Solutions Ltd and Fresh Info Ltd (2021), Milford Opportunities Project: Tourism report,
https://www.milfordopportunities.nz/assets/Projects/210331-Tourism-Report.pdf

Based on TripAdvisor ratings - it is listed ats the third most popular experience after Hobbiton and Te papa. Three out of the top 4

Queenstown experiences advertised on Trip Advisor are visits to Piopiotahi Milford Sound.

Zealand market insights.
2 Ibid.

'*  Based on a survey of 1,000 people conducted by Kantar

Kantar (2023). Consumer insights to support development and implementation of the Milford Opportunities Project Masterplan. New
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Piopiotahi Milford Sound is an important
contributor to both the regional and the
national economy

Its pristine natural environment and feeling of
untouched wilderness and serenity make
Piopiotahi Milford Sound a significant part of
New Zealand’s value proposition to visitors. It
epitomises Brand New Zealand, and is one of
the most popular tourist experiences in the
country.'® Tourism to Piopiotahi Milford Sound
has almost doubled over the last decade, with
about 83% of all visitors being international
tourists. There is no question that New Zealand
benefits substantially from the iconic status of
the place.

Contribution to New Zealand’s
tourism brand and offering

Tourism continues to play a “critical role in New
Zealand’s recovery” from the impact of COVID-
19, and international visitors play a key role in
supporting the “communities and benefits who
directly benefit from visitor spend.”®

The Ministry of Business, Innovationa d
Employment (MBIE) states that “Tour m
underpins many regional economies: There are
firms who rely on demand f om visitors in every
region. For some regions this is a significant
share of the local economy.”"”

As well as playing valuable role in our
economy, tourism brings significant non-
financial benefits to New Zealand by supporting
regional potential and helping to preserve our
natur lenvironment. It also gives mana whenua

the opportunity to tell stories of their land to
visitors.

New Zealand is also typically seen as a touring
destination, given that two of our most popular
attractions, Piopiotahi Milford Sound and
Rotorua, are about 1,500 km apart.'® Right
across different tourism segments (including
tour groups, backpackers, and other private
travellers), visitors expect that exploring New
Zealand will require substantial travel,
particularly when they are eager to see both the
North and South Islands. While thi creates
longer itineraries and spreads ben fits across
the country, those benefits als tend to be
limited to tourism hotspots. T is causes
congestion and harm h environmentin those
places while also lim ting the tourism
development of secondary attractions and
neighbouringr gions.

There is a further risk that over-reliance on the
mos ic nic destinations degrades the natural
wilderness experience that visitors expect, and
makes visitors less likely to return to New
Zealand or to recommend it as a place to visit."®

Visitors to New Zealand use conservation land
just as New Zealanders do —freely and without
restrictions. However, international visitors use
a variety of public goods and services funded by
local taxpayers, usually without charge. The
inability to charge visitors for the costs they
incur limits New Zealand’s ability to develop and
maintain the infrastructure necessary to support
a world-class visitor experience.

To increase the value of tourism to Piopiotahi
Milford Sound, we will need to consider how to
manage the effects of tourism there to ensure
the experience does not degrade over time and
devalue New Zealand’s tourism brand and value

Based on TripAdvisor ratings - it is listed ats the third most popular experience after Hobbiton and Te papa. Three out of the top 4

Queenstown experiences advertised on Trip Advisor are visits to Piopiotahi Milford Sound.

Beehive.govt.nz (6 March 2024), Press Release Minister for Tourism and Hospitality Hon Matt Doocey: Tourism sector showing signs

of recovery. https://www.beehive.govt.nz/release/tourism-sector-showing-signs-recovery

OECD (2024). Economic Survey: New Zealand 2024. https://www.oecd-ilibrary.org/economics/oecd-economic-surveys-new-

zealand_19990162

Ministry of Business, Innovation and Employment (2023), Briefing for the incoming Minister for Tourism and Hospitality.

https://www.mbie.govt.nz/dmsdocument/28009-briefing-for-the-incoming-minister-for-tourism-and-hospitality-proactiverelease-

pdf

Becken (2005). The role of tourist icons for sustainable tourism.

https://www.researchgate.net/publication/247764568_The_role_of_tourist_icons_for_sustainable_tourism

Papadopoulou, Ribeiro and Prayag (2023). Psychological Determinants of Tourist Satisfaction and Destination Loyalty: The Influence

of Perceived Overcrowding and Overtourism. https://journals.sagepub.com/doi/full/10.1177/00472875221089049

Yu and Egger (2020). Tourist Experiences at Overcrowded Attractions: A Text Analytics Approach.

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC7798079/
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proposition. Getting this right would help to
address some of the challenges noted above
while also providing a path for economic
diversification and growth as visitors stay longer
in the region. This would also help ease tourism-
related pressures in Queenstown if day visitors
are converted into overnight stays in the Te Anau
area.

Contribution to the regional
economy

The visitor economy and tourism are significant
earners for the region as well, making up 10% of
regional GDP and being the fourth largest earner
for the Southland region pre-COVID.?°

Fiordland itself is more reliant on international
tourism, with 65% of tourism spending in the
district coming from international visitors in
2019 compared to 40% for New Zealand
generally.?' The high proportion of international
tourists brings with it economic opportunities
for local businesses providing accommodation,
transport, food, and visitor experiences. In this
way, tourism makes a significant contribution to
regional employment, economic output, and tax
revenue.

In 2019, 77% of the visitor spend in Fio dland
could be attributed to visitors to P op tahi
Milford Sound. That $190 mill on, out of a total
visitor economy in Fiordland o $250 million, is a
direct result of Piopiotahi Milford Sound as a
magnet attraction with n the region.

A 2006 report stimated the additional spending
generated by visitors who stay in the region after
visiting Fi rdland National Park.?? It found that
totalr gional economic output was $196 million
above what it would have been without the Park
(a dresulting loss of overnight visitors),
contributing to 1,600 additional jobs.

In surveys of nearly 800 Park users, 10 percent
of overnight visitors to the Park said they would
have stayed a shorter time in New Zealand, with
a further 12 percent saying they would not have
come to New Zealand at all.

Foreign overnight visitors to the Park said that
they would have stayed an average of 2.8 fewer
nights in New Zealand and foreign day visitors to
the Park said that they would have stayed an
average of 1.6 fewer nights. The mean length o
stay for an international visitor to New Zea and
between July 2022 and December 2023 was 19
days.?®

In addition, Piopiotahi Milford Sound is home to
around 120 people who live and work in the area
either for the local cruis and tourism operators,
the Milford Sound Lodge or Milford Sound
Tourism. While it rov des direct employment
opportunities for hose residing in and around
the area its impact spreads much wider.

20 https://greatsouth.nz/news/new-vision-for-future-of-tourism-in-murihiku-southland-launched

21 Southland District Council (2021). 2021-2031 Long Term Plan. https://www.southlanddc.govt.nz/assets/Annual-and-Long-Term-

Plans/Plans/2021-2031-Long-Term-Plan.pdf

2 Butcher (2006). Regional economic impacts of Fiordland National Park.

% Ministry of Business, Innovation and Employment (5 March 2024), International Visitor Survey (Quarterly): Mean length of stay by
country, Quarter 3 2022—Q4 2023. https://teic.mbie.govt.nz/teiccategories/datareleases/ivs/ This is based on quarterly International
Visitor Survey results from July 2022 to December 2023. The mean figure can be impacted by extreme outliers. Australian visitors
tend to stay fewer night (average of 12 nights) compared to visitors from the rest of the world (average of 26 nights).
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has been formally acknowledged under the Ngai
Tahu Claims Settlement Act. A number of
nohoanga (seasonal occupation sites) and
topunui (specially protected areas) are
recognised in Fiordland under that settlement.
Dual placenames have also been formally
recognised by the New Zealand Geographic
Board for the fiords — more recent official
placenames have the te reo name first and
English second. Placenames that were formally
recognised earlier follow the convention of
English then te reo.

The commercial arm of Te RUnanga o Ngai Tahu
has interests in fisheries as well as tourism.
Patea Doubtful Sound and Piopiotahi Milford

Sound are important fishing ports for Ngai Tahu
fishing interests. Sought-after species include
crayfish, paua, rawaru (blue cod) and tio
(oysters). In addition to commercial interests,
customary takes of pounamu, shellfish, fish,
tuna (eels), and inaka (whitebait) are still highly
valued.

Mana whenua see the MOP as a means of
defining this place through recognising Tu Te
Rakiwhanoa and his work to shape Te Rua o te
Moko with Hine Titama. Mana whenua wa tboth
Ngai Tahu whanui and manuhiri to be inaw  of
rafted and
for subsequent generations to exp rience the

the majesty that Tu Te Rakiwhanoa

wairua of Piopiotahi.

Cultural significance of Piopiotahi

Te Rua o Te Moko represents the raised
up sides of Te Waka o Aoraki, after it
foundered on a submerged reef and its
occupants, Aoraki and his brothers,
were turned to stone. The brothers are
now manifested in the highest peaks of
Nga Tiritiri o Te Moana the Southern
Alps. The Fiords at the southern end of
the Alps were carved out of the raised
side of the wrecked Te Waka o Aoraki
(the canoe of Aoraki) by Tt Te
Rakiwhanoa in an effort to make it
habitable by humans. The deep gouges
and long waterways that make up the
fiords were intended to provide safe
havens on the rugged coastline,
stocked with fish, forest and birds t
sustain humans.

After TG Te Rakiwhanoa and his helpers
had made Te Waipounamu into the
shape we see today, primordial
navigators bega to arrive. The most
illustrious of t ese was Maui who
arrived a Mai ahi Bruce Bay before
voyagi g south. During this voyage

fferent places were named after those
aboard the waka of Maui. It is also told
that many of the names in the fiords
came from the actions of Maui and his
crew.

The peoples of Waitaha, Kati Mamoe
and Ngai Tahu have traversed Te Rua o
Te Moko for centuries and came to
know its landscapes and seasons
intimately. These people had
‘considerable knowledg of
whakapapa, tradition ltrai , places for
gathering kai and other taonga, ways in
which to use the esources of the land,
the relation hip fpeople with the land
and their ependence on it, and tikanga
for the p oper and sustainable

u lisati nofresources.

Mana whenua have a long association
with Te Mimi o Ta Te Rakiwhanoa.
Because of its attractiveness as a place
to establish permanent settlements,
including pa (fortified settlements), the
coastal area was visited and occupied
first by Ngati Mamoe and later by Ngai
Tahu. Battles sites, urupa and
landscape features bearing the names
of tipuna (ancestors) record this
history. Prominent headlands, in
particular, were favoured for their
defensive qualities and became the
headquarters for a succession of
rangatira and their followers. Notable
pa and nohoanga occurred in many
areas on the Fiordland coast.

While there have been few permanent
settlements, Ngai Tahu have visited
extensively, primarily attracted by koko-
takiwai and kakapo. The area also
offered many other mahinga kai to
sustain parties on their arduous
expeditions, including a range of manu
(birds), fish and kaimoana resources.

The traditional routes followed are of
significance, as are the places they
journeyed to. These routes reflect the
nomadic lifestyle of Ngai Tahu and the
rich resources of Te Waipounamu and
Te Mimi o Ta Te Rakiwhanoa. Ngai Tahu
travelled for economic and social
reasons, and for survival. Oral maps,
marked tracks and tools left in situ
assisted mana whenua when travelling.

Te Mimi o Ta Te Rakiwhanoa is still of
great importance to Ngai Tahu for
mahinga kai, and customary and
commercial purposes. In addition, as
places that bring whakapapa, people
and ahi kaa (continuous occupation)
together.
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Fiordland National Park and the marine
environment is home to many
endangered species, but conservation
efforts are constrained

Piopiotahi Milford Sound and the Milford
Corridor sit within the boundaries of Te Rua o te
Moko Fiordland National Park, which at over 1.2
million hectares is New Zealand’s biggest
national park and one of the biggest in the world.
That makes the Park both nationally and
internationally significant for the conservation of
many ecosystems and species.

The area supports a wide range of intact
ecosystems that support a very diverse range of
indigenous species, including many nationally
threatened or at-risk plant, bird, insect, lizard,
bat, and marine mammal species. Some of the
ecosystems and species in the area are unique
internationally.

Fiordland’s marine environment is just as
unique and rich in biodiversity value and its
importance is recognised through the Fiordla d
(Te Moana o Atawhenua) Marine Manag m nt
Act 2005. The Milford Sound Piopiotahi marine
he head
of the fiord to the open seaand h s a maximum

environmentis 16 kms in length, f

depth of 269 m. A mariner se ve was
established within the inner fiord in 1993 and
covers a total of 690 hectares of the east and
north-eastern sid of the Milford Sound
Piopiotahi. Bot e-nose dolphins (Threatened —
Nationall Endangered) are presentin the inner
fiord with the coastline home to blue penguins
(kor a) (At Risk - Declining).?

In terrestrial ecosystems introduced
mammalian predators are the primary threat,
but ungulates (e.g., deer, chamois) and
introduced weeds also impact the park. In the
marine space, factors such as increased
recreational use, biosecurity and climate
change (e.g. marine heat waves) are all

contributing to increased pressure on this
unique and diverse ecosystem.

Invasion by marine pest species is the single
biggest threat to the marine conservation values
of Piopiotahi. Although there are no known
marine pest species within Piopiotahi, these can
be introduced by a range of vessels (from large
commercial vessels to small private craft)
through biofouling®® when these vessels are
travelling from other areas of the country nd
overseas. This includes from elsewhere in
Fiordland where the Asian kelp Un aria
pinnatifida is present. As well as b osecurity
risks, overfishing is a concern, especially for
recreationally and comme cially targeted
species such as blue rock lobster, and
paua.?

The conserva ion values in the area are
recognis d nationally by the area’s status as a
National Park, and internationally by its status
as a UNESCO World Heritage Site.

P piotahi Milford Sound itself makes up less
than 10% of Fiordland National Park.

Ongoing conservation efforts

There are ongoing conservation efforts focussing
on Fiordland and Piopiotahi Milford Sound, to
protect and conserve the environmental values
those areas support. DOC estimates that it
spends up to $9.7 million a year on managing
biodiversity and recreational opportunities in
Fiordland National Park, which represents
around 1.5% of the total appropriation for Vote
Conservation to promote and protect New
Zealand’s natural and cultural heritage and
visitor opportunities for conservation purposes
in 2024/25.2%

Approximately $4.3 million of revenue is
generated annually from recreation fees, across
Fiordland National Park. The net direct Crown
contribution is estimated to be up to $5.4 million
per annum or up to 0.84% of the funding set

% Boffa Miskell Limited (2021). Milford Opportunities Project: Conservation Impact Analysis Report. Prepared by Boffa Miskell Limited

for Milford Opportunities Governance Group.

% The accumulation of microorganisms, algae, plants and small animals on surfaces of marine vessels. Environment Southland has
established a Deed of Agreement with the cruise ship industry, authorised by the Environment Southland Regional Coastal Plan, that

includes direct and indirect biosecurity requirements.
2 Ibid.

2 Based on figures provided by the Department of Conservation and appropriations estimates released for Budget 2024 available at
https://budget.govt.nz/budget/pdfs/estimates/v8/est24-v8-conser.pdf
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Afull list is provided in Appendix 2.3, with key
species including:

> Southern Rock Wren—a nationally
endangered species for which Piopiotahi
Milford Sound supports a nationally important
population.

> Tawaki Fiordland Crested Penguin—thisis a
nationally vulnerable bird that Piopiotahi
Milford Sound is a particularly important
study site for. There is a breeding population
at Harrison Cove and in 2017 there were
around 150 pairs of Tawaki present at several
breeding sites.

> Whio—a nationally vulnerable bird that has a
nationally significant population residing at
Piopiotahi Milford Sound. The catchment is
part of Northern Fiordland’s ‘security-site’ for
long-term management of the species. A
recovery site for six adult birds was recently
recorded in the Upper Hollyford Valley above
Falls Creek and Lower Hollyford Valley in
2020.

> Long tailed bats—nationally critical species
present in Eglinton valley, which is home to
one of the largest and best-studied
populations in the South Island.

> Short-tailed bats—at risk but rec ve ing with
Piopiotahi Milford Sound suppor ing a
nationally important popula ion.

> Bottlenose Dolphins—na ionally endangered
and common throughout the inner fiord near
rocky outcrop

Key values of locations within
Fiordland National Park

The P opiotahi Milford Sound area and the

M [ford Road (SH94) corridor contain an
exceptionally important range of indigenous
ecosystems that are intact ki uta ki tai (from
mountain to sea). The Upokororo Eglinton valley
has long been a focal point for mainland
conservation efforts in New Zealand.®

The SH94 corridor has additional importance
because its accessibility has facilitated many
decades of research into threatened species
and ongoing control of predators. The ecological

values of the corridor largely depend on active
predator and pest control and are sensitive to
further habitat loss or unmanaged visitor
impacts.

Some of the key values of locations within the
National Park include:

> Upokororo Eglinton River - extensive tall
tawai/red beech (and mixed beech species)
forests on lowland alluvial terraces; habitat
for numerous threatened manu (bird) species
and two pekapeka/bat species, including
species such as South Island kaka, mohua,
and pekapeka (long-tailed bat) large complex
fen, bog, and swamp wetlands; extensive
valley floor grasslands provid ng complex
invertebrate, lizard, and bird habitat;
unmodified upper river catchments with non-
migratory galax id f sh species and other
threatened freshwater fauna; and
intact/ epresentative examples of naturally
uncommon ecosystem/landform types
in luding a mobile braided river, frost flats,
and ancient glacial deposits.

> Whakatipu-ka-tuku/Hollyford River:
extensive tawai/silver beech forests, seral
forests and valley floor forest/shrubland/
tussock grassland mosaics in areas
susceptible to winter and spring avalanche;
precipitous alpine habitats and extensive
fellfields supporting specialised lizard and
bird species including kea and
piwauwau/southern rock wren; and a
dynamic and powerful river system that
supports kowhiowhio/blue duck.

> Waipateke/Cleddau River: extensive
lowland mixed beech—podocarp forests that
supports threatened forest bird species
including northern Fiordland tokoeka, kaka;
and fast-flowing river habitat supporting
kowhiowhio/blue duck

Conservation work is mainly focused on tackling
long-term decline caused by introduced invasive
predators and pests. Significant ongoing funding
would potentially take conservation work from
reactive to preventative and restorative. Priority
projects being undertaken by DOC and other
conservation groups are listed in Appendix 2.4.

30 Boffa Miskell Limited 2024. Milford Opportunities Project: Stage 3: Preliminary Assessment of Environmental Effects. Report

prepared by Boffa Miskell Limited for Milford Opportunities Project.
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Growing congestion in the middle of
the day presents safety risks and
degrades the visitor experience

Approximately 880,000 people visit Piopiotahi
Milford Sound each year via the Milford Road
(SH94). Around 50% come by bus, 45% by car,
and 5% by campervan. Almost all visitors enter
and exit in one day.

The high concentration of visitors in the
middle of the day creates problems with
overcrowding, noise, and loss of the
untouched wilderness values that are core to
the visitor experience.

The “cul-de-sac” nature of SH94 and the lack of
accommodation in Piopiotahi Milford Sound
mean that almost all visitors enter and exit
Piopiotahi on the same day. The schedule of
visitor flows creates a lumpy flow of visitation
(see Figures 8 and 9).

The visitor pattern causes significant congestion
atthe Homer Tunnel in the late morning/early
afternoon period when the two flows meet. It
also creates congestion in Piopiotahi Milford
Sound itself when visitors arrive and leave
between 11 am to 3 pm, with the average
number of vehicles at Piopiotahi peakin a
around 450 at 1 pm during the high sea on
between November and March. The n mber of
vehicles in Milford Sound pea ed on 28
December 2019 at 650.

Surveys have demon trated that with the
current level of infra tructure and servicesin

Piopiotahi Milford Sound, visitors start reporting
nuisance from crowding in surveys when tourist
numbers reach 3,000 per day (measured as boat
cruise tickets sold).%? Other studies have
suggested that that number is closer to 4,000
per day. Visitor numbers typically reach
between 3,000 and 4,000 per day on average
between the busiest months of November and
April, meaning current visitor levels are already
at a critical limit beyond which the experience
would start to degrade. There is arisk that as
tourism continues to increase without
sustainable management, the associated
crowding effects, loss of amenity a d
degradation of wilderness an conservation
values would erode the vi ito experience over
time.

It currently can get very crowded in the boat
terminal in peak season at 1pm. It’s horrible—
you can’t get to the toilets. It erodes the

e perience.”

If you’re really looking at a world-class
experience, then people shouldn’t be
traveling from Queenstown—all going for the
same boat.”

—Two tourism operators

32 Gnoth, Juergen (2017, 2018, 2021, 2023) “The Milford Sound Experience”
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During the previous phase of the Project,
research on the challenges along Milford Road
highlighted the following hazards:*®

> A major challenge with Milford Road is the
high numbers of international visitors. These
drivers will be less familiar with typical New
Zealand road conditions and with our average
travel speeds, which are often slower thanin
other countries.

> The road starts with an easy sectionto Te
Anau Downs. However, there is no signage
into Fiordland National Park notifying drivers
of a change in the driving environment.

> The road gets more and more challenging the
closer you get to Piopiotahi Milford Sound,
and drivers may spend a significant amount of
time at stops along the way. This means they
can often be running late to meet booked boat
departures in Piopiotahi Milford Sound, and
on exactly the stretches of the road where the
driving conditions are most challenging.

Other hazards particular to the Milford Road
include:

> very high annual rainfall, and so a greater risk
of poor tyre traction, with peak rainfall
coinciding with peak tourist seasons

> high altitudes at the Divide and the Homer
Tunnel, where snowfall and ic are more likely
to accumulate in winter

> rockfall risks at prime viewing points, such as
over the Cleddau Va
Tunnel

y, near the Homer

> avalanche risk during winter, at 55 points
alongt eroad.

Fur her many tourist sites promote driving the
Milford Road to international visitors,
highlighting the scenic experience of driving
through the Corridor and stopping at points
along the way.

NZ Transport Agency Waka Kotahi assesses the
Milford Road as having low “collective” risk but
high “personal” risk. “Collective” risk refers to
the total amount of crashes, while “personal”
risk refers to the chance of being involved in a
crash. There were 233 reported crashes
between 2015 and 2019, of which four were

fatal, 20 were serious, and 60 were minor, with
the remaining 149 being non-injury crashes
(Crash Accident System data). The high personal
risk is probably due to the combination of the
hazards outlined above.

THE REGULATORY SYSTEM FRUSTRATES
AND SLOWS INVESTMENT AND DECISIONS
THAT WOULD IMPROVE THE VISITOR
EXPERIENCE AND CONSERVATION
OUTCOMES

The concessions system does not enab e
effective and cost-efficient regulato y
protection.

Most commercial activities on public
conservation land beyond personal recreation
must be authorised under the conservation
framework, typically in the form of a concession.
The purpose fth s frameworkis to ensure that
public conservation land and water is managed
effectively with appropriate private use that
maintains conservation values and provides
public benefit.

DOC’s legislation provides a process for
decision making, while the statutory planning
framework determines whether an activity is
appropriate for a specific place. A small group of
private operators with concession rights hold
and manage most of the land in Piopiotahi
Milford Sound and manage most of the key
activities.

A summary of the existing concessions is set out
in Appendix 2.5.

The current concessions system in Piopiotahi
Milford Sound has not effectively protected
conservation values and visitor experiences
while supporting private enterprise, nor has it
created incentives for private competition,
investment, and innovation for these purposes.
Concessionaires are frustrated by their inability
to contribute back to the place in practical ways.

There appear to be five main reasons for this:

1. Concessions have often been allocated
reactively, with first-in-first-served being
the norm. This risks limiting incentives for
investment that would enhance the visitor

3 Stantec NZ Limited (2021). Milford Opportunities project: Transport and Access Report. Prepared by Stantec NZ Limited for Milford

Opportunities Project. p17
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experience and innovation in delivering
back to place.

2. Concession conditions are often not
oriented to strategic objectives.
Conditions are generally aimed at defining
the scope of the activity and managing its
effects. They often are not aimed at
ensuring that the activity provides a high-
quality visitor experience, that visitors are
managed effectively, and that broader
conservation objectives are achieved.

3. Fees arevariable. Approaches to setting
fees vary and are inconsistent, and do not
necessarily reflect the value of the rights
provided by the concession. Revenues
from concessions do not appropriately
reflect the costs of administering and
managing the system.

4. Many concessions are the result of
legacy arrangements (including pre-
Conservation Act permissions). This
includes some critical permissions granted
for 30-year terms in the early 1990s and
with only limited changes since then to
respond to external pressures. Therei
limited ability to change concessions once
they are granted.

5. Long processing times add uncertainty
and transaction costs for concession
holders. Some concessions are currently
expired, with the holders waiting for a new
applicationto e considered. Long
processing times create uncertainty for
these businesses, which is a barrier to
inve tingin improvements. Additional
resource consent requirements under the
Resource Management Act 1991 may slow
the process further.

As a result of those barriers, there is limited
strategic planning and co-ordination within the
concessions system. Those barriers limit
investment in visitor facilities, infrastructure,
and initiatives that would optimise the visitor
experience, meet current and projected visitor
demands, support improved environmental and
biodiversity outcomes, drive economic
outcomes, and preserve the natural
environment.

Ngai Tahu have previously raised concerns over
the absence of a strategic approach to
managing concessions. These include the
concession system’s limited ability to consider
the hauora of Piopiotahi and the rights and
interests of Ngai Tahu.

Ngai Tahu thought that their work would be
greatly assisted by:*

> periodic reviews of the approval policies,
conditions, and criteria

> an evaluation of how renewalsandc rre t
consents and concessions are helping to
deliver the Masterplan and to a hieve the
aspirations and values of mana whenua, and

> improved visibility and understanding of the
cumulative effects fc nsents and
concessions.

THE MANAGEMENT PLAN FOR FIORDLAND
NATIONAL PARK IS OUT OF DATE

Piop otahi Milford Sound sits within Te Rua o te
Moko Fiordland National Park. The National
Parks Act 1980 and Conservation Act 1987
provides the framework for the governance of
the Park, including key principles and
management mechanisms.

The Fiordland National Park Management Plan
(FNPMP) provides the strategic planning
framework for governance and management of
the Park, butis now out of date. New
concessions decisions are being made as
concessions expire, but in the absence of an up-
to-date plan. The FNPMP does identify the
current pressures and responses to manage
them, but many of those responses have not
been implemented.

Approaches to funding, charging, ownership,
and delivery have not allowed business to have
the necessary confidence to invest or to adapt
to pressures. Interventions are also limited by
the principle that access to our National Parks
must be free, by a complex concessions system,
and by key land and infrastructure being
privately held under concession rights.

Governance and ownership structures have not
adequately enabled co-ordinated planning and
decision making to address the challenges

3 Kauati (2021), Milford Opportunities Project: Mana Whenua Aspirations and Values Report.
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The aerodrome dominates the landscape in
Piopiotahi Milford Sound. It divides the main
visitor area in two, separating Deepwater Basin
from Freshwater Basin, with the current road
entry providing limited views of the fiord from
the road on the journey into Piopiotahi Milford
Sound. Its presence and location is a barrier to
spatially planning a route for visitors that
provides clear and spectacular views of Rahotu
Mitre Peak on arrival.

The Masterplan argues that “a balance is
needed to ensure the plans, activities,
infrastructure and visitor experience are resilient
to change and risk and aligns with the principles
of sustainability while allowing an increase in
the connection of people with nature and the
landscape”.

VISITORS ARE AT RISK FROM NATURAL
HAZARDS, BUT HAVE A LOW LEVEL OF
AWARENESS OF THE RISKS

The isolation, wildness, and geological extremes
that make Piopiotahi Milford Sound so attractive

to tourists also presents hazards, both for the
visitors and local staff. The Masterplan
emphasises that the natural hazard risks in
Piopiotahi Milford Sound are substantial and
under-appreciated. For example, the fatalities
following a landslide-induced tsunami could be
over 3,500, if it happened on a busy summer day
and given the current infrastructure.® There is a
16% chance of an event of that kind happening
over 50 years.*®

The Masterplan notes that destructive floods
avalanches, rockfalls, earthquakes, an
tsunami are all present and observable reats
in Piopiotahi Milford Sound, and t atthe
infrastructure, and by extensi nthe workers and
visitors, are at risk from tho e hazards. It
recommends using haza d mitigation as a key
pillar for guiding d cisions on the development
of tourism infrastr cture in Piopiotahi Milford
Sound.

3% Harris (2023). Agent-based modelling of evacuation scenarios for a landslide-generated tsunami in Milford Sound.

https://doi.org/10.26021/14950

% Stantec NZ Limited (2021). Milford Opportunities project: Hazards and Visitor Risk Review Report. Prepared by Stantec NZ Limited for

Milford Opportunities Project.
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The Alpine Fault
and its implications
for Piopiotahi
Milford Sound

Sources:

AF8 Steering Group (2016). Alpine
Fault Magnitude 8 Hazard Scenario

Otago Regional Council. The Alpine
Fault.
https://www.orc.govt.nz/managing-
our-environment/natural-
hazards/earthquakes/alpine-fault

Harris (2023). Agent-based
modelling of evacuation scenarios
for a landslide-generated tsunami in
Milford Sound.
https://doi.org/10.26021/14950

Victoria University of Wellington
(2021). Alpine Fault quake risk
higher than experts thought
https://www.wgtn.ac.nz/news/2021/
04/alpine-fault-quake-risk-higher-
than-experts-thought

The Alpine Fault is the active boundary
between the Pacific and Australian
tectonic plates. It runs for about 600 km
along the west of the South Island’s
Southern Alps, and is thought to sustain a
major rupture several times every 1,000
years.

Geologists believe that the next severe
earthquake on the Alpine Fault is most
likely to be a rupture of 8 or more on the
Richter Scale that begins in South
Westland and “unzipping” northwards.

Arecent study indicates a 75% probability
of an Alpine Fault earthquake in the next
50 years (study led by Dr Jamie Howarth of
Te Herenga Waka | Victoria University of
Wellington).

Rock avalanches falling into the water
bodies may cause tsunami in lakes, rivers,
and fiords. Areas such as Lakes Wakatipu,
Wanaka, Hawea, Te Anau, Manapouri, and
Tekapo, and Milford Sound and Doubtful
Sound, are at risk from tsunami induced by
massive landslips into the water.

Recent experience at Whakaari White
Island has demonstrated challenges with
ensuring appropriate accountability nd
oversight of natural hazard risks cross
multiple parties and stak holders, and has
motivated increased foc sinthisareain

Accountabilities are currently dispersed
between DOC as land manager and
permissions allocator, MSTL and
operators as primary visitor-facing entities,
and a range of other agencies and
stakeholders.

This business case will need to consider
the implications of this risk in a number of
areas:

> What infrastructure is needed to ensure
that risks are appropriately mitigated
(for example, through providing visitor
protection refuges and evacuati n
paths)?

> How to clarify and better coor inate
accountability for manag ng and
responding totheri ks o an AF8
earthquake and other natural hazards?

> Howto ensur thatoperators and
visitors are aware of the potential risks
and the necessary safety procedures
and protocols they need to follow?

> How might the visitor experience be
designed in order to minimise the
consequences of an AF8 event (for
example, through dispersing visitors
along the corridor and encouraging a
steady flow in and out of Piopiotahi
Milford Sound)?

The existing infrastructure in Piopiotahi Milford
Sound, including the r ad, is exposed to natural
hazards from a range of sources, from seismic,
to weather-r lated events, to changes in
climate. Many of these hazards could be
managed better, so that when a seismic or
wea he event happens, or as the climate
hanges, the infrastructure in place is more
likely to be able to continue operating, to avoid
damage or destruction, or to protect people.
Better management of the hazards would also
include better communication of the hazards to
visitors who are planning a visit, and appropriate
signposting at key sites.

Previous work for the Masterplan notes that
landslide-induced tsunami has been identified
as an intolerable “outlier” in the current risk
profile, with a credible probability of 16% over 50

37

Milford Opportunities Project.
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years of producing a catastrophic event
resulting in up to 100 fatalities.®” That report for
the Masterplan says that it is not feasible or
sensible to mitigate all of the risk associated
with a landslide-induced tsunami, but that
designing Piopiotahi Milford Sound differently
could materially reduce the impact of an event
of this kind.

THE INCREASING STRESS ON THE
ENVIRONMENT COMPROMISES THE CORE
WILDERNESS EXPERIENCE AND
POTENTIALLY NEW ZEALAND’S TOURISM
BRAND

The environment and its indigenous species and
habitats are under increasing stress. This
compromises the core wilderness experience
and conservation values, and presents risks to

Stantec NZ Limited (2021). Milford Opportunities project: Hazards and Visitor Risk Review Report. Prepared by Stantec NZ Limited for
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New Zealand’s tourism brand and image
globally.

Piopiotahi Milford Sound, the Fiordland National
Park and the Marine Area are home to
ecosystems that are unique internationally. This
is recognised and protected by the Fiordland
National Park, and the UNESCO World Heritage
status. The current management of recreation
and tourism along the Milford Corridor and in
Piopiotahi Milford Sound needs new thinking to
protect its World Heritage status and its cultural
and conservation values.

The biggest issue for conservation in the area is
the effects of introduced mammalian predators:
possums, rats, mice, and mustelids.®*® Human
impacts on species and habitats are particularly
concerning in the immediate area of the road
corridor and Piopiotahi Milford Sound.

Diving in the marine reserve, we have seen a
slow gradual decrease in marine life.... [We]
need better marine protection. Coral spots

should have more consideration and
protection.”

- Tourism operator

As well as the loss of natural habitats and
species, the unmanaged tourism and increasing
congestion in Piopiotahi Milford Sound also
threatens its reputation for wildness and
isolation. UNESCO noted that “the international
profile of the area as a visitor destination places
pressure on some of the main tourist attractions
within the wider site.” Research has found that
the perception of wilderness and remoteness
was negatively impacted by the incr ased
amount of unmanaged activity in the Park.*

Further degradation of the natural environment
at Piopiotahi Milford Sound would have a
significantimpacton N w Zealand’s tourism
brand and image, giv n its prominence in our
visitor propos tio and popularity with
international travellers. This in turn would have a
negati e economic impact on the businesses
and ommunities that depend on tourism.

Ngai Tahu describe Milford as a ‘cultural

Ta Tipene O’Regan describes Te Rua o Te Moko
as the ‘cradle of mythology’ for southern Maori.
Te Ruaote M koisa highlyimportant place in
the Ngai Tahu landscape, being the last great
work of Tt Te Rakiwhanoa, who was the carver
of r ck, shaping Te Waipounamu (South Island)
and making it fit for people to live in. Piopiotahi
is ocated in the northern stretches of Te Rua o
te Moko.

Ngai Tahu has always maintained that Fiordland
Te Rua o te Moko was not included in the
Murihiku Purchase, and that purchase became
one of the ‘Nine Tall Trees’ in the Ngai Tahu
Treaty Claim alongside mahinga kai.

There are many provisions from the Ngai Tahu
Deed of Settlement that directly refer to Te Rua o
te Moko, including the dual placename
Piopiotahi Milford Sound, Right of First Refusal
for Milford Airport and a statutory
acknowledgement over the coastal area.

There is little tangible evidence of Ngai Tahu
cultural heritage in the built environment or
visitor offerings in Piopiotahi Milford Sound or Te
Rua o Te Moko Fiordland. Tools in the Treaty
Settlement to encourage the use of traditional
place names and recognition of Ngai Tahu
values have not had the impact anticipated over
20 years ago.

Mana whenua feel they are limited to reacting to
what is happeningin the area and that their

stories are extracted from their cultural context
and poorly understood. Regulation significantly

% Boffa Miskell Limited (2021). Milford Opportunities Project: Conservation Impact Analysis Report. Prepared by Boffa Miskell Limited

for Milford Opportunities Governance Group.

3% Booth, K. (2022). Wilderness and Remoteness Values of Fiordland Waters. Prepared for Environment Southland Te Taiao Tonga by
Lindis Consulting, New Zealand. Available at https://www.es.govt.nz/repository/libraries/id:26gi9ayo517q9stt81sd/hierarchy/about-

us/plans-and-strategies/regional-plans/coastal-

plan/documents/PC5%20initial%20notification/Report%20Wilderness%20and%20remoteness%20values%200f%20Fiordland%2C
%20Lindus%20Consulting%20-%20Final%2022%20Feb%202020.pdf
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hinders their ability to undertake cultural
practices and they are overwhelmed by
prevailing attitudes about the purpose of the
National Park and World Heritage Area.

Ngai Tahu refer to Piopiotahi Milford Sound as a
‘cultural desert’ where they feel disconnected
with the place. This is a harrowing point when
considered against the rich history Ngai Tahu
have with Te Rua o Te Moko/Fiordland and the
esteem in which they hold it.

A tourism expert the Project engaged with noted
that “management of the place must change,
Ngai Tahu is effectively unable to restore a
meaningful connection to place under the
current concessions system.”

The Supreme Court ruling in Ngai Tai Ki Tamaki
emphasises the fundamental importance of
section 4 obligations in the Conservation Act

1987 to give effect to the principles of the Treaty
of Waitangi and highlights a need for DOC to
consider more actively the role that partnerships
with iwi and Maori can play in conservation
efforts.*°

Many New Zealanders are also looking for
greater visibility and acknowledgement of Maori
culture and heritage at destinations around the
country and expect this to be done authentically
and in consultation with local iwi. Thisis no
different at Piopiotahi Milford Sound where New
Zealanders expect a greater presence a d
connection for mana whenua to th land. While
not the primary reason people visi New
Zealand, visitors want to deep engage with
New Zealand’s people and history, including our
indigenous heritage.

4 Ngai Tai ki Tamaki Tribal Trust v Minister of Conservation [2018] NZSC 122
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A strategic reset and shiftis needed to
enable shared decision making about
how to manage and develop tourism
sustainably

Areset and shift is needed across the
interconnected areas of governance, funding,
infrastructure, visitor management, and
commercial operations. Tackling these
challenges in a piecemeal or stepped approach
is unlikely to achieve long-lasting change that
places the management of Piopiotahi Milford
Sound on a sustainable footing.

There is a complex system of legal obligations
and commercial arrangements that span three
regulatory management systems —for
conservation and national parks; resource
management and the coastal marine area; and
transport and road management.

Interventions need to target the following at the
same time:

1. improving governance, management, and
regulation of Piopiotahi Milford Sound to
enable more co-ordinated decision making
and responsive management o the place
and to create betterincentive for
competition and innova ion to improve the
visitor experience

2. avisitor management approach that
disperses visitors along the Milford
Corridor and Te Anau to reduce the
congestion and associated impacts in
Piopiotahi Milford Sound itself, enabling
the number of visitors to grow over time

3. mechanisms that enable tourists to make a
greater contribution to the nature and
infrastructure they enjoy, meeting the
costs that they incur and shifting towa ds a
financially sustainable (self-funding) model
for tourism and conservation t Piopiotahi
Milford Sound

4. opportunities for Ngai Tahu to exercise
their rangatiratang k itiakitanga and
manaakitanga

Changes implemented through this work could
provide avalu ble test case for managing
similar hallenges facing other high volume
tourist ourism and conservation areas.

The investment logic map overleaf sets out
these issues and the investment objectives that
seek to address them (the investment objectives
are discussed further on page 79 and the
associated benefits that investment is intended
to deliver10.
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> refining approaches to fee setting to ensure

More co-ordinated decision making is
needed in order to provide greater
confidence

fees are consistently applied across
concessionaries and that there is better
recovery of costs to help fund the costs of

More effective use of concessions
would reduce transaction costs and
enable business to invest and
innovate

There is an opportunity to improve how the
concessions framework allocates and regulates
commercial activities, with a focus on improving
the overall visitor experience. This aligns with
the broader purpose of the concessions system
to enable private use of public conservation land
and waters while ensuring that use maintains
the values of public conservation land and
waters. It presents a chance to guarantee that
conservation land is used and funded to provide
benefits to mana whenua, to tax- and
ratepayers, and to our visitors.

The current concessions system in Piopiotahi
Milford Sound authorises tourism activities and
critical infrastructure. To date, this system has
not adequately protected conservation al esor
ensured a high-quality visitor experience.
However, there is an opportunity  fi those
problems through a shift to a mor strategic and
coordinated approach tha en bles businesses
to invest in improving the visitor experience and
contribute to cons rva i nobjectives. This
would involve:

> amore proactive approach to planning for and
alloc t ngconcessions (thatis, competitive
t nd ring), which would encourage
competition and innovation among private
operators

> strategic use of conditions and monitoring to
ensure that high standards are met on key
outcomes. This could include setting
standards so that mana whenua narratives
are reflected appropriately, visitors are well-
informed about natural hazards, and
infrastructure is maintained to a high
standard.

administering the system

> exploring how concession conditions and
commercial operators can help address
congestion problems, which can be
considered a key “effect” of some activitie

DOC also notes that better, more strategic
use of concession conditions would better
protect the environment and bi d versity.*'

Effective governance and
management is needed to enable
the ambitions to be achieved

There is an opport nity to reorient governance
and managemen towards achieving results that
reflect the value and mana of Piopiotahi Milford
Sound sanational and international treasure.
With his shift, governance and management
would:

> provide a vision for Piopiotahi Milford Sound
that ensures a world-class tourism
experience while also protecting the values of
conservation, Ngai Tahu and World Heritage.

> be equipped with the management
instruments that will enable effective,
accountable, and responsive management,
so that key pressures are addressed and this
vision for Piopiotahi Milford Sound is
achieved.

To achieve those results, governance and
management needs to incorporate the following
core design principles:

> Fit for purpose - it supports the functions
that are most important for the proposed
approach, with flexibility to change focus over
time

> Effective and efficient - it Identifies and
allocates risks and accountabilities to where
they are appropriately managed

> Appropriate separation of interests - so
conflicts are managed effectively

41 Department of Conservation (2023), Briefing to the incoming Minister of Conservation, https://www.doc.govt.nz/globalassets/documents/
about-doc/role/publications/bim-2023/bim-conservation-november-2023.pdf
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of international markets indicating an interest.
The current limited availability of aligned
accommodation options, food, and
entertainment may also affect the appeal of
multi-day experiences.

The landscape management advice developed
through the Masterplan emphasised the benefit
of adopting an approach that aims to cluster
development in areas that have already been
modified to minimise sprawl of modification on
conservation land. This retains the landscape
and ecological values of the national park while
also mitigating the risk of natural hazards.*

Essential to this approach is ensuring any visitor
facilities, including infrastructure, are sensitively
located and designed, constructed and/or
operated in a way that is sympathetic to the
natural environment.

Wilderness in the context of the Masterplan
means the ability for a visitor to stand in a
setting and have the opportunity to perceive a
sense of an uncultivated and uninhabited
natural environment around them.

There is broad support among stakeholders for
adopting slower and more sustainable tourism.
This can be thought of across the three
geographic areas that comprise this pr ject’s
scope:

> Establishing a more attract ve magnet
destination within Te Ana that encourages
visitors to spend multiple nights locally.

> |Increased activitie and accommodation
provision al ngthe Milford Corridor to
disperse visitors along the journey.

> Redesigning the visitor areas in Piopiotahi
M fo d Sound to encourage visitors to ‘dwell
and not linger’.

Ngai Tahu is clear that they want to see both
land and people supported to thrive. This vision
is shared across the communities we’ve hosted
in feedback sessions.

Te Anau as gateway

The Masterplan identified the opportunity to
establish Te Anau as a hub for visitors travelling
to Piopiotahi Milford Sound to base themselves

for extended stays and explore Piopiotahi
Milford Sound and other experiences in the local
area.

This requires a considered and co-ordinated
strategy to develop Te Anau as a magnet
destination with supporting investment in
enabling infrastructure for an increased in visitor
activity. The Te Anau Basin Development Plan
will be developed in 2024 to enhance the area
including supporting Te Anau's growth as a
Fiordland hub and standalone destination | s
purpose is to enhance Te Anau, Manapouri and
the wider area as a place to live, w kand visit. It
willinclude recommendations and conceptual
designs that consider a wide range of factors,
including accommodation, se vice facilities,
infrastructure locatio reational activities,
roads, car parks, oo paths, cycleways, walking
tracks, open spaces and improved CBD
opportunities.

In the sho t term, consideration of time poor
visit rs and those seeking a resort type
experience from Queenstown is necessary, due

o the location’s dominance limiting the
opportunities for regional tourism.
Implementing change to a complex, high-
volume system carries risks for visitors and
private investors, meaning that working within
the current state, and shifting over time to a
sustainable future would provide greater
chances of success. This will need to be
carefully balanced given Queenstown’s status
as a winter destination given its proximity to ski
resorts.

Milford Corridor experiences

Stakeholder feedback confirms the essential
role of the Milford Corridor in managing
transportation schedules and enhancing visitor
experiences. Increased opportunities to stop
along the corridor for short experiences and
activities or to stay overnight and enjoy day
activities would support an improved visitor
experience and reduce congestion at Piopiotahi
Milford Sound itself by encouraging visitors to
‘slow down’.

42 Stantec NZ Limited (2021). Milford Opportunities Project: Land Analysis Report. Prepared by Boffa Miskell Limited for Milford

Opportunities Project.
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Corridor experiences could include a range of
activities such as:

> new walking, hiking and cycling trails

> increased capacity and different options (e.g.
eco cabins, glamping) at existing campsites

> new experiences provided through
concession arrangements (e.g. night
experiences)

> new lookout options (e.g. Pops view).

The people that travel with us just love the
fact that we take our time...and they connect
with nature and see a bit of bird life ... It is
personal, educational”

— Piopiotahi coach driver

Investing in the corridor would also contribute to
mitigation of the natural hazard risk within
Piopiotahi Milford Sound itself, ensuring that
visitor volumes within Piopiotahi Milford Sound
at any one pointin time area kept to manageable
levels for shelter and evacuation.

This is reinforced by the Kantar research which
confirms the general trend, post Covid, of
increased demand for nature rich expe iences.

Redesigning the visito areas at
Piopiotahi Milford Sou dto
encourage smooth flows and
strengthen resilience

The Masterpla envisaged redesigning
Piopiotahi Milford Sound to make better use of
the availa le land and improve the visitor
experie ce, torespect the heritage and values of
Ngai Tahu, while managing a range of limitations
to improve conservation and the landscape. It
included proposals to redesign the layout of
Piopiotahi Milford Sound, a new visitor centre
and eco-concept hotel to replace the existing
THC building and a range of visitor activities that
enhance the experience within Piopiotahi.

The Masterplan recognised the balance between
infrastructure and the perception of a pristine,
natural environment. It proposed careful, well-
designed infrastructure to mitigate negative

visual effects to visitors, and the impact on the
environment.

Piopiotahi Milford Sound is subject to multiple
challenging natural hazards, and much of the
infrastructure in place does not manage the
risks from those hazards well. Redesigning the
infrastructure presents an opportunity to reduce
the risk posed from hazards and improve
resilience. Improving resilience involves
reducing the destruction or damage severity of
natural events, lowering costs of repair or
replacement, reducing time that the
infrastructure is unavailable, reduc ng the
amount of time visitors spend in P piotahi
Milford Sound and therefore their exposure to
risks, and increasing the visitor and worker
awareness of therisk T sincludes:

> Moving to a low number of consolidated
earthquake-res lient buildings that can
withstand wave overtopping.*® The high risk of
landsli e-induced tsunamiin Piopiotahi
M lfo d Sound, and the few people that would
have sufficient physical fitness to run up 50
metres elevation over 150m horizontal
distance, in less than 1 minute, makes refuge
points vital for managing this risk. The
Masterplan proposes a range of measures to
help improve visitor safety in a catastrophic
event, including quick access refuge points
that are structurally resilient to earthquake,
followed by landslide-induced tsunami.

> Redesigning the core amenities and
infrastructure in Piopiotahi Milford Sound
should allow for better resilience in the
difficult topography in and around the main
visitor area, including avoiding having a high
volume of visitors congregate near steeper,
higher cliff edges. The cliff above the ferry
terminal at Freshwater Basin is just under
200m high, and has been prone to damaging
rockfalls in the recent past.

> Piopiotahi Milford Sound is coastal and low-
lying. With the sea level rise forecast with
climate change, there is an increasing risk of
inundation or other water damage from the
sea, prompted by storm surges and King
Tides. Some infrastructure, like the north-
western-end of the runway, are particularly

4 Stantec NZ Limited (2021). Milford Opportunities project: Hazards and Visitor Risk Review Report. Prepared by Stantec NZ Limited for

Milford Opportunities Project.
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low-lying—as low as 1.5m above mean sea
level. Options to mitigate the risks of tidal
surges following sea level rise, include:*

— using the ground floor for vehicular
services, so that the main visitor

concentration is slightly elevated, and
using materials in lower parts of the
buildings that can get wet, and

— removing or replacing the low-lying runway

Mechanisms are needed to enable
tourists to contribute more to the nature
and infrastructure they enjoy and to put
management of Piopiotahi Milford
Sound on a sustainable funding pathway

There is also an opportunity for tourists to better
contribute to conservation and community and
support the financial sustainability of the place
through a charging mechanism like a visitor
charge or entrance fee. Surveys of international
visitors demonstrate an understanding and
possible expectation that a fee will be charged
for access to a national park. There is also a
strong desire to contribute to the conservation
of the natural environment, enhance the
destination’s culture and heritage and supp rt
local communities (see Figure 11).

Ensuring visitors contribute to th amenities
they use and the costs that th y create will shift
the burden of costs from the Crown and New
Zealander ratepayers nd taxpayers closer to
those who benef t f om the infrastructure and
destinations | its advice to the incoming
government, MBIE said that empowering local
authoritie and DOC with additional funding
too s to “both charge and manage demand
would have significant benefits for local

¢ mmunities and enhance the visitor

experience without impacting overall visitor
volumes.”*

Both MBIE and DOC recognise the need for a
more financially sustainable tourism an
conservation offering. While these agencies
have quite different areas of fo us, they identify
a collective need to imple ent user-pays
models that build resilien e and transition to
financially sustainab e visitor experiences.

Funding has been the biggest issue for
[marine] biosecurity and we really need more
funds to run a proper effective control
programme and a better more comprehensive
surveillance programme.”

— Conservation expert

A charge not only provides opportunities for a
self-sustaining model of delivery in Piopiotahi
Milford Sound, it also enhances the visitor
experience by enabling visitors to contribute to
the place and people. Charging international
visitors to access Piopiotahi Milford Sound
provides an opportunity to drive value over
volume for a return, and to allow for sustainable
returns that can be reinvested into conservation
outcomes and better infrastructure that will
benefit Piopiotahi Milford Sound and the wider
park and marine environments perpetually.

4 Stantec NZ Limited (2021). Milford Opportunities project: Hazards and Visitor Risk Review Report. Prepared by Stantec NZ Limited for

Milford Opportunities Project.

4 Ministry of Business, Innovation and Employment (2023), Briefing for the incoming Minister for Tourism and Hospitality
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NZD for both domestic and international
visitors. The fees for the Park’s shuttle
buses and ferry boat rides are all included
in the ticket price.

6. Serengeti National Park is a World Heritage
Site over 5,000 square kilometres in
Tanzania. Itis home to one of the
continent's highest concentrations of large
mammal species, including lions, hyenas,
zebras, giraffes, and elephants. The Park
has approximately 350,000 visitors per
year. International visitors pay between $60
to $70 USD for entrance depending on the
season. Revenue raised from the entrance
fee contributes to the permanent
protection and landscape maintenance of

the Park, trails, toilets, and accident

insurance.

You go to Canada anywhere like that you have
to pay to access those parks. So long as the
money is channelled back into Fiordland
National Park and Piopiotahi”

— Piopiotahi wor er

Further examples of fees charged in UNESC
world heritage sites overseas are listed in
Appendix 2.6 and demonstrate that thisis a
common practice internationally, particularly
where a site has a particularly high cultural and
conservation value.

There is an opportunity for Ngai Tahu as
mana whenua to more directly exercise
rangatiratanga, kaitiakitanga, and
manaakitanga

Ki uta ki tai (a Ngai Tahu philosophy that
recognises everything is connected and must be
managed as such) needs to be front of mind
when understanding Ngai Tahu cu L heritage.
It reflects the belief that we b long to the
environment and are only borrowing the
resources from generations yet to come. Mana
whenua consider it the r duty to leave the
environmentin as good or better condition than
received fromt eir tGpuna. Ki uta ki tai is the
basis of Ngai Tahu Iwi Management Plans and is
recognised in regional and district planning

doc ments. *°

M nawhenua see intervention to sustainably
manage tourism in Piopiotahi Milford Sound as a
means of defining this place, through
recognising the mana of Tt Te Rakiwhanoa and
his work to shape Te Rua o te Moko with Hine
Titama. Decisions about what is appropriate and
inappropriate development and management
need to be placed in that cultural context.

This narrative set an expectation of best
practice acknowledging that Te Rua o te Moko
was the f nal work and masterpiece of TG Te
Rak whanoa.

Mana whenua want both Ngai Tahu whanui
and manubhiri to be in awe of the majesty that
Ta Te Rakiwhanoa crafted and for subsequent
generations to experience the wairua of
Piopiotahi.

Embedding this cultural narrative into the
package of interventions and into the
experiences of Ngai Tahu whanui and manubhiri
revives the stories, placenames, and insights of
Ngai Tahu, recognising Ngai Tahu as mana
whenua and proprietors of its own history,
stories, and culture.

The narrative also provides a platform for Ngai
Tahu and government to work together as Treaty
partners to achieve intergenerational benefits
for Ngai Tahu whanui, and provide full value to
the communities of Piopiotahi Milford Sound
and to domestic and international visitors.*

4 Kauati (2024). Ngai Tahu cultural heritage assessment. Te Rua o Te Moko.

%0 Kauati (2021), Milford Opportunities Project: Mana Whenua Aspirations and Values Report.
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> The principle of self-funding and ensuring

that the proposed investment can be
delivered on a self-sustaining basis

We have assumed that:

> Planned maintenance and upgrades by

MSTL and other operators in Piopiotahi
Milford Sound would continue

> DOC expenditure on park maintenance and

upgrades would continue.

Planned expenditure by Southland District
Council and Environment Southland on
localinfrastructure and environmental
improvements would continue.

Dependencies

The main dependencies for this business case

are:

>

The work by the Milford Road Alliance to
manage the Milford Corridor, including the
potential implications for the role and
responsibilities of the Alliance under any
new approach to managing access through
the road corridor

The work underway by Environment
Southland to review the Coastal
Management Plan. Stage one of the plan
review is complete. Stage two is underway.

Officers advise that the plan is ikely to be
operative from 2025.

The work Southland Distric Council is
undertaking as par of the Te Anau Basin
Development Plan to enhance the area
including suppor ing Te Anau's growth as a
Fiordlan hub and standalone destination.
This aligns with the proposed visitor

man gement approach of encouraging
mu ti-day itineraries to Te Anau and
Piopiotahi Milford Sound, supported by a
strong visitor offering in Te Anau.
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Appendix 2.1: - Summary of engagement

The Business Case is informed by feedback received during
the extensive stakeholder engagement process that ran from
December 2022 through to June 2024.

More than 600 engagements were held. The
diverse insights, expertise, and lived
experiences of the residents, tourism operators,
business owners, user groups, and others we
talked to helped shape the preferred option.

Discussion topics evolved over the 18-month
engagement period. This appendix summarises
feedback for the key components of the
preferred option.

We appreciate and acknowledge the valuable
contribution of everyone who gave f edback on
the topics covered here. We also a knowledge
the feedback we received on re ated topics. This
wider feedback gave us the insights we needed
to understand the full ange of options and was
an essential part of the process to develop our
preferred option.
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Summary of engagement themes

This section provides a summary of stakeholder
feedback on the case for change and presents
feedback that relates to the preferred option.

Key themes are summarised, and quotes
included to directly share stakeholder voices
and sentiments.

Stakeholders support the case for
change, agree the Projectis an
opportunity for improvement and
demonstrate strong consensus around
many of the proposals

Stakeholders are seeking positive benefits for
visitors, operators, community, mana
whenua, and the environment

While different stakeholders had differing
priorities and views of the Project, they
consistently supported the need for change.

There was widespread agreement that
Piopiotahi Milford Sound is a taonga and that
change is needed to protect the place, its
communities, and the visitor experience. Most
stakeholders were positively engaged by the
prospect of positive changes and
improvements, and that the Pr ject could finally
get the cut through needed o bring positive
change for Piopiotahi Milford Sound.

“Piopiotahiis a pri ual place and everyone
who goes the e should get the opportunity to
feel that pleasure - the tranquil and personal
experie e we’ve been privileged to have as
loc ls ”

—Te Anau community member

“People have been having these
conversations for over 20 years. The things
that everyone agrees on should be going to
the Ministers first. People want to see
change.”

—Tourism expert

“l am yet to meet a person who is impervious
to this place. The scale, the beauty, the
isolation, the wild... Fiordland has a profound
effect on people. And so it follows that people
develop a deep sense of guardianship for the
place. It is human nature to want to protect it
for future generations.”

—Conservation expert

Stakeholders also saw the scale and challeng
of the task the Project has been set.

“Everyone I’ve talked to supports this. How
you’re going to implement it — that s the tricky
bit.”

—Tourism operator

“My piece of advice is g od luck! It’s an
incredibly comple pi ce of work. There’s
going to have to be a fair bit that’s worked
through with tha governance group at the end
of this. | hope you find some champions ...
willing to take a bold step as it looks like a win
win win situation.”

—Conservation expert

Stakeholders identified multiple problems
and issues with the current state

The quotes below give insight to stakeholder
views and examples of the problems that need
to be solved.

Ineffective and ageing infrastructure

“For a place with this much rain, there’s a hell
of a lot of puddles people have to walk
through to get from the bus to the boat
terminal. You’d have thought they would have
sorted this by now.”

—Tourism operator

“It gets very crowded in the boat terminal. It’s
horrible - you can’t get to the toilets. It erodes
the experience. The terminal is a shocker,
there’s green joinery from the early 90s.”

—Tourism operator

Insufficient funding and poor funding tools for
investment

“Currently we are paying good money but
we’re not seeing anything coming out of it.
Not seeing any long-term investment.”

—Tourism operator
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Frustrated and slow regulatory processes

“Governance is the thing we want resolved...
It’s so hard to get anything done - for anyone —
for DOC too. The National Park Management
Plan expired but everything’s based on it.
There are so many different government
agencies — water management, marine
management. It’s so hard.”

—Piopiotahi Milford Sound community member
Growing congestion from unmanaged
tourism

“Visitor experience and quality of experience.
[ think there is a tipping point, and we are
extremely close to it.”

—Professional coach driver

Environment and indigenous biodiversity
being under increasing stress

“While diving over the years we have seen a
gradual decrease in marine life....[We] need
better marine protection. Coral spots should
have more consideration and protection.”

—Tourism operator

“We watched a campervan drive over
vegetation and rip a tree out ... to allow three
more campervans to park in there. | thought
'this is nuts'.”

—Te Anau communi 'y m mber

Piopiotahi Milford Sound has been described
as a cultural desert.

“It’s alarming to see ther is justno
representation of Ngai T huin there. Justa
tiny caricature of a Ma ri guy in the terminal.”

—Tourism operator

Stakeholder feedback on the preferred

The following sections summarises key them
from the engagement, in relation to the
preferred option.

Stakeholder feedback relating o giving
greater effect to Ngai Tahu rights and
interests and visibility of th cultural
narrative

There was consis nt support for greater
cultural story telling along the journey and in
Piopiotah Milford Sound. Many operators would
like to be b tter supported to incorporate this
into he r tourism offerings. A lack of
understanding or visibility of Ngai Tahu

spirations for the area has created some
unease among operators.

“l] love the idea of having Pou and having all
these touchpoints that show who we are.... |
see it as a beautiful opportunity to enhance
what we have to offer.”

—Tourism operator

“There are far more storytelling opportunities.
Cultural engagement — we think that’s really
missing.”

—Tourism operator

“People are scared that they are going to have
their place taken away from them but from a
Ngai Tahu perspective they actually have had
their place taken away from them.”

—Tourism operator

Stakeholder feedback related to investment
in conservation, biodiversity, and the marine
environment

Many stakeholders talked of the need for
investment to address and reduce
environmental stress. This is important because
overseas and domestic visitors are attracted to
Piopiotahi Milford Sound due to its outstanding
natural landscapes.

“The general feedback from clients is that this
is the reason why they come to New Zealand.
Our untouched environment. If you want to
see tunnels through mountains and gondolas
going up mountains etc, go to Europe, go to
America. It is our point of difference.”

—Professional coach driver

“More than half would say the journey is half
the experience and Milford is the icing on the
top. They learn so much on the journey. The
journey is what people are blown away by.”

—Tourism operator

New Zealanders are proud of, and highly value,
Fiordland’s natural environment and believe
tourism should not come at a cost to the place.
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“We are a very small country; we cannot do
quantity tourism; we have to do quality
tourism...We want to save the very thing that
people come here for. We need to protect the
environment and look after it.”

—Professional coach driver

Stakeholders who discussed this topic want any
funding that is provided for conservation from
the IVAC to be additional to existing marine and
terrestrial conservation funding (that is, to not
replace existing funding).

“Fiordland has a history of leading the way
when it comes to innovative approaches to
conservation. It’s only fitting that tourism in
this incredibly special place is managed in a
similarly innovative manner, that ultimately
protects and restores the very values that
people travel from around the world to
experience.”

—Conservation expert

Stakeholders feel that the conservation work
operators do in Piopiotahi Milford Sound should
be acknowledged, and some suggested that
conservation approaches and outputs may be
more successful if they include tourism
operators.

“Recognise the contribution to cons rvation
that operators make. [You] need to
investigate how collaboration animprove
outcomes for conservation and visitor
experience.”

—Tourism expert

The conservati n nd environmental experts we
talked to were i no doubt about the need for
additiona funds to support nature across the

area

“Undaria is an Asian seaweed and very good
at spreading... We are currently working
together to contain and ultimately remove
Undaria from Fiordland for good. Funding has
been the biggest issue for [marine]
biosecurity and we really need more funds to
run a proper effective control programme.”

—Conservation expert

“A levy would resolve many of the issues
locally. Bring money for the park, weed out
illegal operators. If that levy goes to
conservation —you can sell it better, but it
must have a lofty purpose.”

—Tourism operator

Additional targeted funding would be an
opportunity to make Fiordland an exemplar on
how to support conservation.

“Make it into a project for what model
conservation should look like. Educate
tourists - make it a model for Fiordland and
the entire country.”

—Tourism operator

Stakeholder feedback related to improving
the visitor experience

Many tourism operators took part in the
engagement process — 23% of all engagements
were with tourism operators, and ma y
individual operators engaged with us multiple
times. As a group, tourism o rators have a
deep knowledge of what isitors are looking for

and what works.

Infrastructure and facilities — general agreement
that existing facilities don’t meet the needs of
high volumes of visitors.

Ope ators and sector experts told us that
visitors want less and better infrastructure in
Piopiotahi Milford Sound (this was also the
finding of the Kantar research).

“l saw a tour driver pull his bus over and let
people pee by the road.”

—Tourism operator

“The nodes with hard structures Eglinton
Reveal, Kiosk Creek, Gertrude Valley,
Cleddau walk ... These things have an impact.
As soon as you build something, you'll change
the natural environment. ... All of these things
add maintenance, expenditure and a human
footprint.”

—Professional coach driver

Options for activities — there was mixed reaction
to offering more activities.

Piopiotahi Milford Sound locals want more easy
access and wet weather activities, while
maintaining the natural essence of the place.

A diversity of operators and options for visitors is
key for a world class experience. People like the
idea of slower more immersive tourism with
more activities along the Milford Road.

Weather is seen to be both a blessing and a
curse, and a point of difference with global
warming.
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The growth in cycle tourism is seen as very
positive for the region.

There are divergent views on whether
government should specify what the experience
should be (as is the case for the Milford Track or
Denali National Park) or let the market decide.
Most stakeholders want to see a mixture of
government parameters and market offerings.

“There is recognition that a visitor who is
travelling to a place with a guide is going to
behave better.”

—Tourism expert

“Fiordland is better when it’s raining, that’s
always our story. People like the opportunity
to touch nature... In a way that is well
managed for safety.”

—Tourism expert

“We’ve got the jewel sitting there — we should
be able to understand and monitor what the
experience is and then enable commercial
entities to deliver that.”

—Recreation expert

Stakeholder feedback related to a new
approach to managing access

Stakeholder engagement covered multiple
topics related to managing access. Thi section

shares key engagementthemesr t gto:

> road access

> introduction of an international visitor access
charge (IVAC)

> concession hol ers, and

> recognition that visitors arrive by different
modes for example by flying or on cruise
ships in addition to buses and cars).

ROAD ACCESS

Stakeholders consistently identified better
management of visitor flow and congestion as
one of their highest priorities for improving
Piopiotahi Milford Sound.

“Transport management, flow management
— it would be fantastic to blinker the worries.
Once they get to Te Anau the relaxation takes
over.”

—Tourism expert

The roads can be dangerous due to congestion,
conditions, and driver behaviours.

> Many self-drivers are unprepared for
hazardous alpine road conditions, and many
drive at an unsafe speed (either too fast or too
slow).

— Signage and information about travel times
and road conditions is inadequate creating
significant issues on the road from people
rushing to catch a scheduled boat
departure.

— There are divergent views on whether
rental vehicles should be prohibited on he
road. Several operators rely on clients
(domestic and international) d iving rental
vehicles. Some feedback suggested that
campervans should not b allowed beyond
Cascade Creek without a booking at the
Milford Sound L dge.

> Bus drivers can also cause safety issues on
the road and there is a need to ensure
consistently high standards across all drivers.

“We hear the alarm going off, we see those
crashed cars coming past. Every time you
hear that alarm - it’s all volunteers, business
owners being called out and giving up their
time... Its unpaid, tough work.”

—Te Anau community member

“We are harming people on that
road...dangerous driving behaviour is all too
common. Excuses include people running
late...or are in a hurry to get back to
Queenstown.”

—Southland community member

“Had a couple of close encounters with bus
drivers. Look at bus accidents on the road. It
can also be a problem for bus parking. Not
enough space.”

—Piopiotahi Milford Sound community member

Space for self-drivers to park is limited. There is
mixed support for reducing parking, it is likely
some will always be needed.

“Doesn’t feel like you’re going to this magical
nature place. | guess you can’t change the car
parks, but it feels like capitalism. When you
get here. You’ve got beautiful landscapes. But
thenit’s a carpark.”

—Piopiotahi Milford Sound community member

> Any parking restrictions will need a system
and careful management. Tourism operators
told us they do not want to inadvertently end
up managing parking for customers.
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> Recreational boat users can take up a
significant amount of space, often over
multiple days and occasionally in large
numbers. Most stakeholders told us this
parking should be user pays and require
advance booking, with contingency provided
for when trips overrun due to unforeseen
circumstances such as bad weather.

Stakeholders support alternatives to self-
driving, including the original masterplan
proposals related to hop-on-hop-off buses and
park and ride facilities. They identified the
importance of the continuation and extension of
arange of transport services.

> To be attractive to visitors, there needs to be
good information about transport operators,
and minimal waiting times and transfers for
services. Adequate workforce will be needed
to support transport service operation and
parking.

> The impact of parking (for all forms of
transport) will need to be managed and
minimised.

There was strong support for encouraging
visitors to start their journey from Te Anau rat er
than Queenstown. However, many don’t believe
this is achievable given existing market drivers.

> There were differing (and strong) views on
where transport operators hat aren’t coming
from Queenstown should be located; the
majority preferred ransport operators to be
departing from Te Anau, but there was also
support for nob Flat/Kiosk Creek.

> There are mixed views on whether time-poor
internat onal visitors would be prepared to
gvet ejourney agreater window in their
itineraries.

There’s a hell of a lot along the corridor
that’s not enjoyed because of the approach of
delivering a tsunami of visitors from
Queenstown to the boat terminal. | counted
70 buses at one time at Knobs Flat toilets...
the impact on the road - the safety elements
of it!”

—Te Anau community member

“The Queenstown-Milford-Queenstown
juggernaut is a joke... If you’re really looking
at a world-class experience, then people
shouldn’t be traveling from Queenstown - all
going for the same boat.”

—Tourism operator

“You shouldn’t assume that the journey from
Queenstown isn’t valuable to visitors.”

—Tourism expert

“Do you think those time-poor people are
going to want to [have an extended stay]?
People from Europe with a week for Australia
and five days for NZ?”

—Tourism expert

Other users also want to continue to access the
area - including recreational users, locals,
conservationists, and workers.

> They told us they want to continu to access
the places they love on both lan and water.

> Self-driving will continueto b needed for
these groups so they an continue to access
the area at any time and to avoid drawing
others to their ccess points and activities.

“As recreational users of Fiordland National
Park and surrounds, we need to retain
flexibility and open access to the place.”

—Southland resident

“Our work hours, they’re always changing, so
you really need flexibility to be able to access
the outdoors. We need a flexible system.”

—Piopiotahi Milford Sound community member

INTRODUCTION OF AN INTERNATIONAL
VISITOR ACCESS CHARGE (IVAC)

Stakeholder engagement revealed good support
for the introduction of a charge such as an IVAC
provided it goes into protecting and enhancing
Piopiotahi Milford Sound and Fiordland (rather
than national conservation and other
infrastructure priorities).

Stakeholders believe visitors should make a
financial contribution

There was consensus that visitors should
contribute more to the nature and facilities they
enjoy.

> National park entrance fees were seen as
acceptable overseas and that they make
sense here, despite our cultural resistance to
them.

> Stakeholders with market knowledge pointed
out that many visitors like to know they are
contributing to the places they visit. They
believed that visitors would accept an IVAC if
it goes back to the place, and if it is used to
protect natural values.
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— almost all stakeholders supported funding
being ring-fenced for improvements to the
Milford Road Corridor, Piopiotahi Milford
Sound, and Fiordland National Park.

— operators offering premium experiences
believed that some visitors would be
willing to pay a premium levy; operators
targeting budget travels and the middle of
the market would be concerned if the levy
made up more than a third of the offering
price.

> Some operators worry they may have to cover
additional costs or that it will decrease visitor
spend locally, for example reducing spending
on meals out.

“People will pay. We’ve got a world-class
asset on our doorstep... Don’t have to
discount, don’t need to make it cheap
because that will devalue it.”

—Te Anau community member

“We agree that Milford Sound is being sold
too cheaply but...be very careful around
charging, and the impact it would have on
demand, and the displacement impact.”

—Tourism op rator

“If you charge a levy (which we absolutely
support), you’ve got to add valuet ev ry step
of the visitor experience.”

—Tourism operator

“As an international visitor from Canada, |
would expect to pay feetocome here...so
long as it goes into the place...if you could see
dollar for dol rwhere it’s going.”

—Piopiotahi Milford Sound community member

Stakeholder feedback on the cost
and use of the IVAC

> Concerns were raised about the number of
related fees visitors will be required to pay.
Costs layer up for visitors and can start to
impact New Zealand’s brand overseas.

> |tisimportant that there is consideration of
how an IVAC would interact with the
International Visitor Conservation and
Tourism Levy (IVL).

> People were keen to see a funding stream that
went directly back into Piopiotahi Milford
Sound and Fiordland as opposed to the IVL
with national and less transparent funding
priorities.

> If the levy is going to be implemented, it
should mitigate negative impacts at place, but
visitors should not pay an unreasonable bill
for New Zealand’s own lack of investment in
the place over time.

“l already pay two government departments
every time | put my wheels on the ground in
Milford. That gets passed on to my customers.
People are only willing to pay so much.”

—Tourism oper or

Other feedback on the IVAC

> Stakeholders consistently told us that the
IVAC should be managed by a n utral entity
with clear investment objec ves.

> Most stakeholders suppo tthe 7-day access
proposal, except for some recreational users
who believe thi could be too restrictive on
international recreationalists and students
undertaking multiday and sometimes multi-
week e peditions.

> Th eis little research into the impacts of
tourism in Piopiotahi Milford Sound. If the
IVAC is intended to mitigate the impacts of
tourism, there should be more research and
monitoring to understand impacts over time,
and how they can best be mitigated.

> |n general, recreational groups believe their
overseas members won’t benefit from the
preferred option, therefore their preference
was to see funds invested in terrestrial and
marine biodiversity initiatives as a
priority. Looking after the places in which
recreation occurs is a core value for these
groups.

> Tourism levies should be considered and
planned collectively with good
communications for visitors around where the
money goes.

“There’s kind of a precedent in Rakiura with a
levy for every visitor unless you’re a local. It’s
got a very clear gate. That money goes into a
committee who decides where it goes into.”

—Piopiotahi Milford Sound community member

CONCESSION HOLDERS

Stakeholder consistently raised frustrations with
the current concessions process and the
associated challenges of doing business in the
area.
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The biggest frustrations were around
timeframes, out of date concessions and an
inability to make long-term decisions or
investment due to uncertainty of tenure.

“First thing to change is concessions —you
can’t do anything. No security - do you buy a
helicopter, do you buy a bus?”

—Tourism operator

“The whole thing is very, very hard. And
currently unpoliced... I’ve had a lot of
sleepless nights ... Radical change is needed
and simple systems.”

—Tourism operator

“The current concession framework has
many issues and the process needs
addressing...

Businesses need to feel supported to be the
catalyst for change in this system. Operators
also need consistency and reliability to
enable investment in the place.”

—Tourism operator

RECOGNITION THAT VISITORS ARRIVE BY
DIFFERENT MODES

Feedback on the aerodrome

The proposal in the Masterplan to remove the
Milford Sound aerodrome has been a highly
contentious one that has caused st ess for
operators. We acknowledge and appreciate the
willingness of this group to ¢ ntinue to engage in
the Project. On balan e, from engagement
undertaken across a sectors, the majority were
either suppor ve or neutral on the retention of
the aerodrome.

> Some stakeholders believe there is value in
ke p ngthe aerodrome because:

— it diversifies the tourism offering, flights
provide memorable and scenic
experiences

— it provides more access options such as
for recreational and volunteer groups, and
for safety evacuations, and

— flights can reduce road congestion by
getting people off the road.

> Other stakeholders saw no place for an
aerodrome in Milford Sound due to:

— the noise and disruption for other visitors
and recreationists

— its large footprint and division of place
(including blocking important cultural
sites), and

— it being inappropriate in a wilderness
setting.

“I’m torn regarding the aerodrome. The noise
can impact you on walks and it’s quite
frustrating when you’re trying to enjoy the
peace of the place.”

—Te Anau community member

“The flights are a big drawcard to wid r New
Zealand... and they go and spend money
round all the other places that they go.”

—Tourism operator

Aviators and others told us there is need for
investment to bringth ae odrome up to
standard, but tha itd d not need to be a large
sum to tidy the place up.

“We’ve been paying all this time so where’s
the money gone. Toilets. Rotting timber
railings ...People arrive there —there’s
nothing. ...They can’t even sit down - there’
not even a seat. They are getting eaten alive
by sandflies.”

—Tourism operator

Work to mitigate aviation noise was
acknowledged.

> Many aviation operators have already
invested and made changes to reduce noise
impacts.

> There was little support for swapping out fixed
wing for helicopters which can be more
expensive, louder and carry fewer
passengers.

“Noise ...there’s been a big shift—-we’re
working really hard on that - major
investments over the last 10 years. It’s made
areal difference.”

—Tourism operator

Stakeholder feedback - cruise ship access
Engagement did not spend significant time
exploring whether to prohibit cruise ships visits
to Piopiotahi Milford Sound, but it was a topic
raised as part of wider conversations.

On balance, the majority of those who raised the
topic felt that big cruise ships were inconsistent
with the place, that they put the marine
environment at risk, and that they detract from
the main visitor experience.
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“Cruise ships pouring out serious amounts of
smoke. Just a matter of time before one goes
aground - hits a rock. Don’t think they are a fit
for Fiordland.”

—Tourism operator

“Big cruise ships ... you look out from
Deepwater Basin at the smog, and it looks like
its 1850s London out there. It’s disgusting to
allow them into this pristine place. We know
the stuff they burn is nasty - we know it
pollutes... How do the locals benefit from it?”

—Tourism operator

A smaller group were indifferent, and some said
they enjoyed seeing them in the fjord.

“Cruise ships, don’t really have an opinion. It
can be quite dramatic to see them in the fjord.
Gives you a feel of the scale of the place.”

—Te Anau community member

Some working in the marine area expressed
concern that prohibiting cruise ships could
impact their funding.

The cruise industry engaged with the Project and
made the following points:

> Fiordland is an important destination for
cruise visitors visiting the South Island

> Te Anau and Piopiotahi Milford Sound get no
direct benefits from the cruise industry, but
there are monetary benefits for wider New
Zealand, and

> the industry is work ng to reduce its
environmental impact; the Cruise 2050 zero
targetis op rational carbon only, not
embodied; the industry is starting to consider
the em odied footprint, in both the
cons ruction and recycling of vessels.

S akeholder feedback related to major
improvements to facilities for visitors

Te Anau Gateway

There was widespread support for a visitor
facility or gateway in Te Anau with activities for
visitors to understand the area’s history,
geography and natural environment.

“There’s scope for a really interesting
interpretive centre in Te Anau ...Well-located
and easily accessed. Could be the makings of
this place.”

—Te Anau community member

Discussions considered a range of functions for
this facility from a park and ride terminal, to a
museum or a hub with wet weather activities
(such as 10-pin bowling).

“We need a museum. People talk about it all
the time - where’s our story? We don’t know
our own history. We don’t know our Maori
history.”

—Te Anau community member

“l love your idea of the wet weather
experience where there is stuff on the history
- culture. That connection is what those FIT
people are wanting. Personal conn ctions.”

—Te Anau ¢ mmunity member

Te Anau locals are clear, there s oom for
carefully planned growth, but they do not want
to become the next Q ee stown.

Te Anau is home We don’t want it to become
too big. We need to protect the peaceful
nature of the place. ... There’s a real sense of
peace here. You can breathe. ... We’ve got all
tha beauty and scenery - if you are having a
chaotic day you can go to the lakefront.”

—Te Anau community member

> The location and planning of the hub is key in
ensuring it enhances (rather than diminishes)
the town centre.

> We must be mindful of downstream impacts
from our work to locals —including changing
the character of Te Anau or Piopiotahi Milford
Sound and avoiding financial implications for
ratepayers.

> More accommodation is required in Te Anau
needing long-term planning and a phased
approach.

> Local preference is, at least initially, to focus
on extending the visitor season into winter
rather than hosting more people at peak
times. They see that a visitor facility could
support this.

“Te Anau has always suffered from a lack of
winter activity. Anything you do interms of Te
Anau becoming a hub will get a lot of support
and attract investment. It would assist local
businesses, schools, medical centre and the
wider community significantly

—Te Anau community member

Piopiotahi Milford Sound Visitor Centre

Milford Sound residents and operators see a
need for better-planned and improved visitor
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facilities in Piopiotahi Milford Sound but it’s
important to maintain the natural essence of the
place:

“This is the jewel in the crown of NZ Tourism -
the whole place needs a birthday!”

—Piopiotahi Milford Sound community member

> Most stakeholders assert existing
infrastructure is insufficient and not aligned
with a world-class destination. Wet weather
options would improve the visitor experience.

“You are in one of the wettest places in the
world but [there’s]...nowhere out of the
rain...You’ve got elderly, you’ve got families.”

—Piopiotahi Milford Sound community member

Stakeholder feedback related to
enhancements to the Village

The Piopiotahi Milford Sound community values
its tight-knit village atmosphere and sense of
belonging. They appreciate and support the
need to address complex, deep-seated
challenges in Piopiotahi Milford Sound but they
are concerned about any impacts on their way of
life and the place itself resulting from this work

“The big worry for me is that this place is my
home. | don’t want to lose my home...the
place where | live and also the things | go and
do.”

—Piopiotahi Milford Sou dc mmunity member

Changes to staff accommod tionis an
important issue for residents:

> residents oppo e a large staff
accommoda ion block, emphasising its
infeasi ility

> s paration between tourist accommodation
and esidential areas is crucial

“We just want to have our own places. We
don’t want to be near the customers, we’ve
spent the day with them.”

—Piopiotahi Milford Sound community member

workers prefer bespoke staff accommodation
options that suit the range of workers'
preferences and life stages

> natural hazard risks are generally understood
and accepted, given the unique environment

> workers are often drawn to their jobs through
the appeal of living amongst Milford’s wild
natural beauty

> social facilities, including multi-use
communal spaces, are desired for residents,
and

> residents want conservation efforts to be
prioritised over unnecessary construction and
new structures.

Residents want to continue to have their voices
heard in decisions affecting the village.

Stakeholder feedback related to a reset of the
strategic vision and management

This topic was only explored with stakeholders
towards the end of the engagement however
most engagement conversations touched on

it. Many stakeholders felt management was the
most important and firs thingto address to
achieve the wider changes needed.

“Milford has lack d a managing authority —
that’s the ing ed ent that’s been missing...
Those...companies are not on this earth to
manage assets — they’re here to run tourism
acti ities...The tourism providers have done
their best within limitations.”

—Te Anau community member

Problems raised with the existing model
included:

> complexity creating significant challenges to
achieving any positive change for the place or
to run a business

> the different managing authorities and
legislation operate in silos with roading,
terrestrial, marine and visitor management
not considered as a whole

> concessions and the National Park
Management Plan are out of date and not
seen to be fit for purpose; this results in a lack
of security that prevents operators from
investing in the place or their businesses

> an unfair playing field due to tourism
operators also taking on management
responsibilities

> lack of investment reported across the board
and little understanding of the cost of running
the place and how the money is being
reinvested.

“At the moment you’ve got too many chiefs
and overlap. Need to provide clarity and
manage conflicts of interest.”

—Te Anau community member
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“I’ve seen a real hotchpotch in terms of
managing all the assets - sewerage, water
supply, power, toilets at Knobs flat. It’s really
lacked an overarching well-coordinated
team.”

—Te Anau community member

“Management of the place must change -

Ngai Tahu is effectively unable to restore a
meaningful connection to place under the
current concessions system.”

—Tourism expert

“Issues with governance include a perceived
monopoly. Some may feel disenfranchised.
Providing clarity for operators is also
important. Clarity on the process for
consents etc.”

—Te Anau community member
Stakeholders had ideas to improve management
including:
> providing 30-year concessions and keeping
the status quo
> a Council-Controlled Trading Association
> the Whenua Hou Committee model
> a Fiordland Marine Guardians model
> a board of directors, and

> creating a new government entity

“You need both knowledge nd mpartiality
for governance... [with] a clear constitution
and established objectives for the place. It
would need enough g unt and money to
achieve its obje tives.”

—Te Anau community member

Most stakeholders want a neutral entity with
representation from local and national
government, Ngai Tahu, operators and
community. It should have a clear mandate and
objectives particularly around upholding and
investing in the place to benefit people and
nature over the long-term.

There are some strong voices for the importance
of upholding the governance role of
conservation organisations, acknowledging Ngai
Tahu’s role, and ensuring the needs of the place
come before the needs of business.

People also acknowledge the impor ant role of

the businesses within Piopiotahi Mi ford Sound.
Stakeholders want to see busin ss knowledge,

experience and skillsets wit in any governance
model.

“All the private companies...how are you
going to deal with their ownership of this
place a well? They’ve been here a long time,
they may ease stuff, but they are
synonymous with here.”

—Piopiotahi Milford Sound community member

There was a consistent call for a more flexible
and future-proofed system that could respond
and adapt to change over time.

“Milford needs to be removed from
bureaucracy to be fluid and react to the
problems that are creeping up.”

—Professional coach driver

The value of engagement

Stakeholders valued the engagement process
and wanted to contribute

Stakeholders appreciated the chance to give
input to the Project and showed a deep interest
in the development of options. Stakeholders
valued the Project’s commitment to
engagement and the relationships that were
built through a consistent Engagement and
Communication Team. Stakeholders frequently
told us that it was important to involve people in
decisions that impact them.

“We do not want outsiders doing this to us,
we want to be included.”

—Te Anau community member

The Engagement and Communication Team
proactively shared key themes as they emerged:

> with officials to ensure stakeholder sentiment
and context informed the development of
options, and

> with the community and engagement
stakeholders through a newsletter and on the
Project website, which built trust and sparked
further interest in the Project.
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“Engagement and Comms ... is helping us
understand. It's been well documented in
good depth... Seeing the feeling - some
positive, some negative, some neutral... It’s
all there... you guys did a very good job.”
—Tourism operator

“We have appreciated the respectful dialogue
with the Project team. It is clear that they
have heard us, and it is satisfying to feel like
our experiences have helped to shape the
final proposal.”

—Conservation expert
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Appendix 2./ Strategic alignment with
national, regional and local strategies and

plans

GOVERNMENT MANIFESTO COMMITMENTS

National Party

National’s tourism manifesto commits to
delivering practical and sensible support to
make New Zealand more attractive to visitors,
so tourism operators—including those in
regions—can deliver world-class experiences
and hospitality and growing their businesses
and the economy. %2

The manifesto identifies tourism as a major
source of export revenue, while both domestic
and international tourism supports businesses
and local communities across the entire
economy. The tourism sector is a significant part
of the party’s plan to rebuild the economy.

Act

ACT did not release a tourism poli y but its
economic policy included commitments to
reduce the regulatory burd n and create more
enabling conditions for private enterprise to
flourish.

It referenced the c mments of the Parliamentary
Commissioner f rthe Environment). The
Parliamentary Commissioner that

“Current and projected funding will not be
enough to stop pests wiping out much of our
unique biodiversity. Commercial use
(including mining) of public conservation land
offers an opportunity to address some of that
funding shortfall.”

Its conservation policy noted Act was
committed to the preservation of National Parks
and would have three bottom lines when

%2 National Party (2023), Boosting Tourism,

considering applications for economic activity
on conservation land:®®

1. Economic activity on land where there is
critically endangered species in a unique
ecosystem is not permitted.

2. There must be a net environment benefit—
thatis, any environme tal damage must be
outweighed by environmental gain—for
instance, an area of land at least greater
than the are of economic activity is
remediated, has pest control, and is
plac dinto public conservation land.

3. There must be rehabilitation of the land to
its natural state afterits use.

NZ First®

New Zealand First’s manifesto identified the
tourism industry as an essential export earner
and noted its commitment to ensure that
resources and funding are focused on the
growth of domestic tourism. Policy through:

> utilising tourism to support thriving and
sustainable regions

> ensuring that regions are visitor-ready by
working with the Tourism Industry to improve
the social acceptance of tourism with
appropriate infrastructure that benefits locals
and visitors

> exploring ways to improve productivity within
the tourism industry

> maximising the value of Maori Tourism as a
unique asset in the New Zealand tourism
experience.

https://assets.nationbuilder.com/nationalparty/pages/18366/attachments/original/1694035195/Boosting Tourism.pdf?1694035195

5 Act Party (2023). Conservation. https://www.act.org.nz/conservation

% New Zealand First (2023). Election Manifesto 2023.

https://assets.nationbuilder.com/nzfirst/pages/4158/attachments/original/1696631089/2023-New-Zealand-First-Policy-Manifesto-

1.pdf?1696631089
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> helping New Zealand deliver other exceptional
visitor experiences

> using tourism to protect, restore and
champion New Zealand’s natural
environment, culture and heritage

> working towards tourism improving the lives
of New Zealanders

NEW ZEALAND-AOTEAROA GOVERNMENT

TOURISM STRATEGY

The New Zealand-Aotearoa Government

Tourism Strategy, prepared in May 2019 by
MBIE and DOC, is one of the central guiding
documents for government policy and

investment in tourism, including within the
conservation estate. The strategy sets out a
deliberate and active role for government in
tourism, as a steward, looking across the
system to make sure it is working effectively and
an actor through investments and interventions.

HERITAGE AND VISITOR STRATEGY

DOC prepared the Heritage and Visitor

Strategy in 2021, to “sustainably manage
visitors to protect and enhance the value of New
Zealand’s natural, cultural and historic
heritage.” This strategy builds on the New
Zealand-Aotearoa Government Touri m
Strategy.

The strategy identifies Milford ound as an initial
project for destination management planning at
landscape scale, al ng de Mackenzie,
Aoraki/Mt Cook, a d South Westland glaciers.
Further, the stra egy commits DOC to setting up
the capab lity and systems to meaningfully
engage in collaborative, long-term destination
man gement planning exercises, like MOP, “and
inform future investment in visitor experiences
and facilities.”

Destination management involves the
management of all aspects of a destination that
contribute to a visitor’s experience, including
the perspectives, needs and expectations of:
visitors, Maori/iwi/hapu, the tourism industry,
wider businesses, local residents, and central
and local government. This project presents a

deliberate shift to a destination management
approach in Piopiotahi Milford Sound.

PARLIAMENTARY COMMISSIONER FOR THE
ENVIRONMENT

The Parliamentary Commissioner for the
Environment has prepared two reports recently
that speak to sustainable tourism initiatives.%®
The Commissioner specifically highlights the
challenges with congestion resulting from
increasing tourism numbers that that Milford
Sound faces, and the subsequentrisks nt e
loss of environmental values, the sense f
wildness, and quiet.

The Commissioner stresse th value of
managing demand, pointing to the 2007
Fiordland National Pa k Management Plan,
which recommended restricting annual visitors
using the Freshwater Basin Activity Areato a
maximum of 4,000 per day, with visitor numbers
between 1am and 2pm not exceeding 2,500. It
not sthatthose thresholds have been exceeded

everal times per month during the high season
since late 2015.

TE MANA O TE TAIAO—AOTEAROA NEW
ZEALAND BIODIVERSITY STRATEGY 2020

New Zealand’s biodiversity is in crisis. The
Biodiversity Strategy 2020, seeks to provide an
all of New Zealand response to the threats to
biodiversity and sets the direction and goals out
to 2050. This requires getting the right systems
in place to address the crisis, enabling all New
Zealanders to help protect and restore
biodiversity, and addressing the direct pressures
causing decline, ensuing sustainable use of
biodiversity and restoring biodiversity.

CONSERVATION LAW REFORM

The Biodiversity Strategy recognises that
reversing biodiversity decline requires better
systems, including legislation. Current
conservation laws are a web of 24 acts that are
complicated and inconsistent. Most of them are
decades old and do not account for modern
pressures like climate change or the evolving

% Parliamentary Commissioner for the Environment (2019). Pristine, popular... imperilled? The environmental consequences of
projected tourism growth. https://pce.parliament.nz/media/mvud3vpb/report-pristine-popular-imperilled.pdf

Parliamentary Commissioner for the Environment (2021). Not 100%—but four steps closer to sustainable tourism.
https://pce.parliament.nz/media/d0rjAmmb/report-not-100-but-four-steps-closer-to-sustainable-tourism-pdf-24mb.pdf
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understanding of the principles of the Treaty of
Waitangi/Te Tiriti o Waitangi.

Conservation law reform is being phased, with
changes being made in the short to medium
term as the foundation for comprehensive
reform is established. This includes the
Conservation Management and Processes Bill
which seeks to improve targeted areas to make
the legislation more workable.

Regional and local direction

Regional and local authorities have an important
role in protecting the environments, people, and
resources. Piopiotahi Milford Sound, the Milford
Corridor, and Te Anau all fall within the remit of
Southland District Council and Environment
Southland. Those two Councils have funded the
Southland Regional Development Agency, Great
South, and Tourism promotion agency, Visit
Southland.

Investment in Piopiotahi Milford Sound is
strongly aligned with the strategic aims and
direction of regional and local bodies seeking to
leverage the tourism opportunities while also
generating benefits for the natural environment
and local communities.

SOUTHLAND DISTRICT COUNCIL

The 2021 infrastructure strat gy n testhat the
challenge for the districtis o support and plan
for appropriate infrastructure for tourism in light
of the uncertainties tot is industry caused
Covid-19. This inc udes focusing on building
operator capabi ity, leveraging Southland’s
unique of erings, growing its visitor economy
susta nably, and exploring collaboration

oppo tunities.

The 2021 Long-Term Plan notes specifically that
the provision of appropriate visitor infrastructure
and increased range of tourism related
opportunities is a key strategic issue.® It also
notes that:

“While Milford Sound is one of NZ’s most
important attractions, currently the local
economy does not harness the full potential
from the flow of visitors to this location.”®”

ENVIRONMENT SOUTHLAND

Environment Southland has a vision for a thriving
Southland, and a mission to work with
community to enhance Murihiku Southland’s
environment. It highlights its perceived
economic vulnerabilities driven by its pop lation
size, and makes clear its intentionto gr w he
region, economically and in population  ze.
Further, it notes the critical role th ttourism
plays in the region’s economy particularly
highlighting the potential o a concentration of
job opportunities. Howev r, Environment
Southland also note thattourismin its region is
underdeveloped a d argues that better
community and business capability
development are necessary to achieve that

vision. &

Environment Southland also identifies the
critical role that infrastructure plays in
economic prosperity. Its infrastructure strategy
identifies risks from natural hazards and a
changing climate, economic conditions and
affordability, and growth and development as
some of the key challenges that it will need to
manage in the coming decades.®

Through its resource management policies and
plans (Water and Land Plan, Regional Coastal
Plan and Iwi Management Plan), Environment
Southland provides for the sustainable and
integrated management of natural resources in
the Southland region through

> > management of activities that may
adversely affect the quality of the region’s
freshwater

> > sustainable management of the coastal
marine area, land use and development

% Southland District Council (2021). 2021-2031 Long Term Plan. https://www.southlanddc.govt.nz/assets/Annual-and-Long-Term-

Plans/Plans/2021-2031-Long-Term-Plan.pdf
lbid.p 414

8% Southland Mayoral Forum (2015) Southland regional development strategy.
https://www.es.govt.nz/repository/libraries/id:26gi9ayo517q9stt81sd/hierarchy/about-us/plans-and-

strategies/strategies/southland-regional-development-

strategy/documents/southland_regional_development_strategy_friday_16_october__2015.pdf

% Environment Southland (2021) Long term plan 2021-2031

https://www.es.govt.nz/repository/libraries/id:26gi9ayo517q9stt81sd/hierarchy/about-us/plans-and-strategies/council-plans/long-

term-plan/documents/2021-2031%20Long-term%20Plan.pdf
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> > achieve more meaningful rangatiratanga
and kaitiakitanga in natural resource
management

GREAT SOUTH

Great South’s focus on tourism is consistent
with the ambitions of Southland District Council
and Environment Southland. Its vision for
Southland tourism is:

> Murihiku Southland is a world-class tourism
destination that showcases our stunning
natural landscapes, rich cultural heritage,
and exceptional hospitality. By prioritising
sustainability and community collaboration,
we create unforgettable experiences for
visitors, while benefiting residents,
businesses, and the environment.

> Implementation of that ambition is spread
across five domains: a world class
destination, showcasing a rich cultural
heritage, and exceptional hospitality, creating
lasting benefits for communities and
business, and prioritising sustainability.®°
MOP is identified as a priority projectin the
destination strategy.

% Beyond 2025 Southland (2023) Regional Long term plan:
https://greatsouth.nz/storage/app/media/Publications/231121_B2025_Summary%20Document%20-
%20VERSION%202%20N0OV%202023%20-%20Web%20Singles.pdf
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03.

ECONOMIC CASE

This Economic Case sets out the underpinning rationale for the
preferred option and documents the process adopted o develop and

assess a range of alternatives.

The preferred option is to deliver the
Masterplan’s vision after considering the
outcomes of feasibility testing and spatial
planning that have informed the investment
proposals and policy settings underpinning this
option. This includes:

> anew funding arrangement that would enable
a step change in the level of fund ng available
to protect, enhance and restore the natural
environment in Fiordland National Park and
the Fiordland marine are

> delivery of anew v itor centre in Piopiotahi
Milford Sound with most staff and visitor
accommo ation shifted to Knobs Flat with
significant improvements to address natural

hazar and seismic risk

> r alignment of the spatial layout with the
aerodrome reoriented to enable a compelling
sense of arrival

> delivery of new visitor experiences and
activities along the corridor

> managing access through a combination of
operator activities and investment along the
corridor to spread the flow of visitors during
the day. Parking will be substantively reduced
with visitors required to book spaces ahead
of time.

> man ging concessions differently, including
thro gh setting higher standards and
expectations for operators and the use of
proactive approaches to statutory planning
for and allocation of concessions. This will be
complemented with more deliberate
monitoring, oversight and performance
management of commercial activities against
agreed expectations, and

> introduction of an International Visitor Access
Charge (IVAC) at $100 per adult and $50 per
individual 14 and under. A range of $75-$100
per adult is examined, but $100 provides the
best return to conservation and
environmental outcomes (see Financial Case
for further analysis).

This approach would undertake immediate
interventions to enable regenerative
management, significant investment to increase
visibility of cultural narrative and Ngai Tahu
footprint and seek to effectively manage the
impact of tourism.

There are choices within this approach for the
pace and scale at which that ambition could be
delivered.
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Responding to the Challenges identified > Ageing infrastructure in the area thatis not

. . . equipped for higher visitor numbers and

in the investment logic map : : " .
remains susceptible to resilience risks that

come with the dynamic and remote

The Strategic Case introduced the following four environment.

key challenges we are seeking to address > An environment and its indigenous species

through this business case: . K .
g and habitats that are under increasing stress,

> Growing congestion, concentrated in the with the core wilderness experience and
middle of the day during the peak season, conservation values being compromis d and
that presents safety risks and degrades the unsustainable funding levels, which ogether
experience for other visitors. presentrisks to precious ecological and

> The regulatory system is typically reactive and cultural values as well as Npwigaland’s

‘firstin first served’ which adds transactions tourism brand and image gl bally.

costs for operators while providing limited Overlayed across these challenges is that mana
incentives for competition or innovation to whenua are putin ap sition to be reactive to
improve the visitor experience. what is happenin in he area and their stories

extracted and poorly understood.

Identifying key choices and recognising
interdependencies

These challenges are interdependent and
require a system-based response to addr ss.
We have taken a ‘building blocks’ pp oachto
developing options as summaris din Figure 1.

As noted in the figure, the options have been
informed by both ‘top down’ and ‘bottom-up’
considerations, compri ing:

> Top-down d rection on the broad ambition
and intent associated with each package of
options (this includes direction on the level of
a ignment with the ambition and vision of the
Masterplan, level of disruption anticipated,
funding envelope and need for legislative
change)

> Bottom-up direction on the basis of the long-
list analysis and the best performing options
identified from that approach.

This approach has enabled us to isolate key
decisions and consider these on their individual
merits before bringing them together in a way
that captures the key interdependencies
between choices.
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Recovering
costs at the
aerodrome

The Piopiotahi Milford Sound aerodrome recovers its costs through landing fees
charged to aviation operators. Current landing fees are not sufficient to cover the
costs of maintaining and operating the aerodrome. A review of the landing fees is
currently underway, with the Ministry of Transport consulting on increases of
between 173% and 227%, to return the aerodrome to a position of financial
sustainability, without it having to draw funds from the Crown.

Taking a long-term view of asset management with the aerodrome requires
significant investment in the runway, particularly in constructing defence against
coastal inundation and remediating sub-surface deterioration.

With those additional capital costs, the Board agreed that landing fees collected
from aviation operators should cover the operating costs of the aerodrome to
appropriately allocate costs to those benefiting from the service, but that the IVAC
should fund the capital upgrades of the aerodrome and its reorientatio ,
recognising the broader strategic driver for this upgrade is improvi g the wider
visitor experience.

With the necessary works to achieve these outcomes, there will need to be
disruption to the services operating at the aerodrome, and a corresponding increase
to landing fees — an order of magnitude higher tha they currently are for a Cessna
Caravan or equivalent size aircraft. We recommend continuing with the fees review
process that is underway, and that a reconsideration of landing fees to better reflect

future operating costs occur once capit works are fully costed.

Managed access

As noted in the Strategic Case, during peak
seasons there is significan congestion at the
Homer Tunnel and at Piopiotahi Milford Sound,
as a result of the majo ty of visitors travelling for
the day and arrivngd ring the mid-day peak to
board a pre-booked cruise.

In doing so, many visitors skip key Milford
Corridor experiences, representing a significant
miss d opportunity for local tourism to support
regional development and enterprise.

The road is also one of our most challenging with
long drive times, distracting scenery, and
exposure to natural hazards. This places visitors
in a difficult position of needing to navigate
difficult terrain in a time-constrained trip.

The Masterplan recommends managing access
to the Milford Road corridor using a permit and
public transport system. Under the Masterplan,
all visitors would be required to have a permit to
access the road beyond Eglinton Reveal, and
international visitors would be required to use a
park-and-ride bus service.

We have assessed that the Masterplan
proposals lack feasibility in several critical
areas:

> Regulating road access for the purposes
proposed is not feasible under the status quo
but could be achieved with legislative change
to the Land Transport Management Act which
we have assessed as problematic and may
give rise to precedent concerns.

> Restricting the rights of New Zealanders to
access the area by private vehicle is unlikely
to outweigh the benefits of reduced usage
and may be perceived to unnecessarily
infringe on rights to freedom of movement.

> Implementing a single hop-on-hop-off bus
service would displace current providers and
would not be as responsive to the different
international visitor segments as a park-and-
ride approach that enables multiple
operators to provide a range of services.

The long-listing approach identified the following
five managed access options. These are not
mutually exclusive and one or more may be
delivered in tandem.
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Whakaari

When Whakaari erupted on 9 December 2019 there were 47 people on the
island. The eruption killed 22 and injured 25, some severely. The island was at
alert level VAL 2 (moderate to heightened volcanic unrest) when it erupted.

WorkSafe charged 13 parties under the Health and Safety at Work Act. Six
parties pleaded guilty to failing to ensure the health and safety of workers or
other persons so far as reasonably practicable.

As owner of the island, Whakaari Management Limited (WML) was charged and
found guilty under s37 of the Health and Safety Act °

under s 37(1), being a PCBU that manages and contro s a
workplace, namely Whakaari, having a duty to ensure, so
far as is reasonably practicable, that the workplace, the
means of entering and exiting the workplace and anything
arising from the workplace are without ri ks to the health
and safety of any person.”

The Courts found that the relevant duty was for WML to ensure, so far as was
reasonably practicable, that the health and afety of persons it had permitted
to be on Whakaari was not put at risk f om work carried out as part of the
business or undertaking. It was not about eliminating the risk of an eruption,
but about minimising the risk as far as was reasonably practicable.

This duty included assessing he risk, consulting, co-operate, and co-
ordinating on the hazards, monitoring and reviewing those hazards, ensuring
appropriate PPE, and ensuring adequate means of evacuation.

WML is appealing this finding. The case is testing the boundaries of current
healthandsa y wand understanding of responsibilities and

accountabil ies.

It will be essential that future arrangements pay close attention to these
developments and carefully consider appropriate roles and responsibilities
a oss the system, including DOC, any future management entity, and

perators (including MSTL).

THE PREFERRED OPTION IS OPTION 4

The evaluation of options returns Option 4 as the

p eferred option on the basis that it:

>

Scores highly against all investment
objectives and best deliver a world class
visitor experience while protecting and
enhancing conservation and environmental
outcomes in a manner consistent with ki uta
ki tai.

Provides an opportunity for a reset of the
strategic vision and management of the place
which can embolden mana whenua,
operators, conservation groups and other

> WorkSafe NZ v Whakaari Management Ltd [2023] NZDC 23224

parties to act in a co-ordinated way to
manage the tourism and conservation
pressures the place is facing.

Provides a shift to a self-funding model that
helps to manage the added costs and relieves
dependence on the Crown for central funding
for the place in the immediate future which is
likely to be limited under current fiscal
pressures.

Provides a step change in the visitor
experience, with the creation of new
immersive cultural experiences, new
accommodation options, walking and cycling
trails, and a reduced infrastructure footprint
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that enables visitors to experience the full areas with less exposure to natural hazard

untouched beauty of the place. risk.

> Gives effect to Ngai Tahu rights, interests and > Creates new commercial opportunities for
aspirations through the provision of genuine private enterprise, reduces compliance costs
opportunities for self-determination by and strengthens certainty in the regulatory
participation in decision-making, access to environment for operators to make
commercial opportunities and a more visible investment decisions and innovate which will
footprint within the place. ultimately enable strong regional growth.

> Helps to manage risk to visitors and workers

by developing accommodation options in

The difference
between
option 3 and 4

The Board carefully considered the choice presented between Option 3and O tion 4.
In summary the key judgement that Option 4 is the preferred option includes:

1) aoncein a life-time opportunity to de-risk the Piopiotahivillage ro theinherent
natural hazard and seismic events that are probable within the economic life of the
investments proposed by moving visitor and staff accommod tion; staff
accommodation could be shifted in Option 3 at a an approximate cost of $89 million
with a decision required on whether this is shared or me ful y by the Crown or IVAC
revenue given existing operators would not be able to bear the full cost and may be
forced to alter or close their operations as a resu

2) asignificantly higher amount of revenue (close to $1 billion more over fifty years,
inflation adjusted) to enable a wider rang of conservation and environmental
investments within the Fiordland Na onal Park and associated marine areas

3) tourism operators will benefit fr m a wider range of commercial opportunities
enabled by development of nodes along the corridor, particularly a more significantly
developed Knobs Flat, supporting more diverse visitor experience and accommodation
provision

4) legislation od liver areset of the strategic vision and management of the place
and require co-ordinated decision-making around how the tourism and conservation
pressures a e managed, backed by greater pace and scale of improvements to the
visitor xperience

5) s eamlined regulatory environment for operators to make investment decisions
and innovate, leveraging the new commercial opportunities delivered under this option
that will ultimately enable strong regional growth, and

6) giving effect to Ngai Tahu rights, interests and aspirations through the provision of
genuine opportunities for self-determination by participation in decision-making,
access to commercial opportunities and a more visible footprint within the place.

In combination these factors differentiate why Option 4 rated more favourably against
the investment objectives and success criteria.
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Options: Option 1 - Status quo— Option 2 Focused Option 3: Enhanced visitor Option 4: World class Option 5: Pristine and reduced
Declining visitor experience infrastructure investment experience— with charge experience—with charge use—with charge

and conservation outcomes —modest charge
Small and medium . .

business owners

International visitors

Domestic visitors

Recreational users

Conservation groups

Central/local
Government

Local communities
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The preferred option represents a step
change in how tourism and conservation
will be managed in the area to respond
to current and future pressures

The preferred option takes an integrated
approach to addressing the challenges at
Piopiotahi Milford Sound, recognising these are
interconnected in nature and cannot be tackled
in a piecemeal way. Key components of the
preferred option are that it:

> establishes a Piopiotahi Protection and
Restoration Fund, funded through the
international visitor access charge, to directly
invest into back into priority conservation and
environmental initiatives.

> recognises and responds to seismic risks by
moving accommodation out of the village,
and investing in additional risk mitigations,
safety improvements, and shelters.

> enhances the spatial layout of Piopiotahi
Milford Sound village to enable a compelli g
sense of arrival, and a broader range
activities and visitor facilities in the v lage
itself

> delivers new experiences and activities
along the corridor, including additional
accommodation, new walking and cycling
tracks to provide better and different ways to
access this unique and stunning landscape,
supported by interpretive centres and
additi alfood and beverage provision.

> manages access through a significant
reduction in carparking which visitors will
need to book ahead of time, combined with
operator activities and investment in visitor
experiences along the corridor to spread the
flow of visitors during the day.

> introduces an International Visitor Access
Charge at $100 per adult and $50 per
individual 14 and under for every international
visitor entering the national park, corridor,
village, or inland waters, to be collected
directly through an online payment system or

via concessionaires.

> manages concessions better, with clearer
standards and expectations for operators and
the use of more proactive approaches to
statutory planning for and allocating of
concessions.

> provides for more coordinated and
dedicated governance and management of
the place, to ensure responsive decision
making supported by clear trade-offs, g ater
presence, and clearer tools to draw on
(covered further in the Management Case).

> includes greater recognition of the Ngai
Tahu culture and connectio to the place

> recognises that visit rs arrive by different
modes, and retains he aerodrome and
cruise ship access, but with increased focus
on minimis ng environmental effects and
investment to better match the world class
ex rience the area warrants.

> investment in supporting infrastructure to
enable the preferred option and the future
demands of the area, commensurate with
its world class status.

This option seeks to make tourism in Piopiotahi
Milford Sound more sustainable and higher
value while protecting and enhancing its
significant environmental and cultural values. It
does this through major improvements to
facilities for visitors and the community,
combined with a way to give back to the
environment over the long-term.

Enhancing the layout for Piopiotahi
Milford Sound village: create a
compelling sense of arrival for
visitors, protecting the pristine
natural environment and reducing
visitor exposure to seismic risk

Our proposed spatial plan for the village was
informed by stakeholder feedback on their
needs, the visitor experience and analysis of
risk. Our proposal minimises environmental
effects and provides greater protection against
seismic risk.
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Arearranged and optimised village will enable

> acompelling sense of arrival with view shafts
through to Rahotu Mitre Peak from the main
arrival along the road

> returning the foreshore to its natural state,
while protecting valuable views to Rahotu
Mitre Peak from Freshwater Basin by
rerouting the highway away from the
foreshore and enabling native riparian
replanting

> recognition of the Tauranga Waka (waka
landing place), of great importance to Ngai
Tahu, Ngai Tahu Whanui

> anew world class visitor centre to welcome
visitors and tell the stories of the place

> new nature walks, activities, lookouts, and
refreshment options, enabling a wider range
of experiences in the village itself

> provide greater resilience and lower societal
risk and exposure to natural hazards and in
particular landfall-induced tsunami, through
removal of staff and visitor accommodation
from Freshwater and Deepwater basins s
well as investment into new shelters

> investments and upgrades to cor enabling
infrastructure including power, water, and
waste to future proofthep ce

> more strategic use of the Cleddau Flats
Service Area / Littl Tahiti, which is close to
the village providi g a useful base for staff
accommodation and other support services
(with appropriate risk treatments for tsunami-
based vents,), with supporting investment
i to nabling infrastructure. This area is
identified for further site-specific study to
confirm its development capacity.®

Leveraging the stunning corridor to
provide a wider range of visitor
experiences and operator activities
that strengthen the tourism
proposition for a multi-day visit and
spread the flow of visitors during the
day

Feasibility testing has maintained several
critical nodes proposed by the Masterplan along
the corridor where investment will prov de
significant improvement to visitor expe i nce,
management of environmental ef ect , and
recognition of areas of great importance to
mana whenua, Ngai Tahu

These investments wi  help to disperse visitors
on theirjourney into P opiotahi Milford Sound,
providing new ways to access, participate and
experience the stunning natural environment.
The focu is on keeping most visitors in the front
country with a requirement that any
development be sympathetic to nature and
deliver on conservation principles. Shorter travel
distances for these visitors will enable us to
better manage congestion at Piopiotahi Milford
Sound and to sustainably grow the capacity of
the National Park to host visitors without further
unmanaged effects on its conservation values.

Investment in key visitor experience
opportunities along the corridor will also present
opportunities for tourism, supporting
businesses and local communities. These
opportunities include:

> new walking tracks of varying difficulty and
length, at multiple nodes and points along the
corridor, to cater to a range of visitor
capabilities and provide new ways to
experience the stunning natural environment
offered.

> anew cycle trail from Te Anau to Knobs flat
that will eventually run through to Cascade
Creek, taking in the unique landscape and
wilderness values Piopiotahi Milford Sound
has to offer, providing a truly unique
experience

> increased capacity for accommodation
including increased campground capacity

6 Subject to further remediation work to address known contamination from being a former landfill, and further assessment of
appropriate mitigations to protect a critically endangered boulder butterfly which may be present.
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Significant investment into Te Huakaue Knobs
Flat as a new accommodation and amenity hub
within the corridor

As part of this enhanced visitor journey through
the Corridor, the Preferred Option will include
significant enhancements to Te Huakaue, the
area known as Knobs Flat, recognising its
potential to provide a wider range of experiences
and act as a key accommodation hub along the
corridor within an already developed area

This will include:

> Hosting the majority of relocated staff
accommodation, still within the corridor but
away from the main seismic risks of
Piopiotahi Milford Sound

> More and varied visitor accommodation
options, including camping, glamping, and
cabins

> Opportunities for private provision of new
food and beverage services

> Upgrades to the enabling infrastructure,
including power and water, and flood
protection.

> Akey stopping point on a new cycleway f om
Te Anau downs (with potential for it to extend
to Cascade Creek in the futu e)

These investments will be
supported by actively managed
access and a significant reduction
in car parking

The investments outlined above will be
comple nted by a new approach to managing
acces significantly reduced car parking and
requirements for visitors to book parking in
advance. This approach will help to address
congestion and distribute demand more

effectively.

In combination with the development of key
nodes and investment in visitor experiences and
accommodation along the corridor, additional
controls on access will be putin place to
encourage people to shift away from entering
Piopiotahi Milford Sound by private vehicle.

Carparking in Piopiotahi Milford Sound will be
significantly reduced, to 40% of the current
provision These carparks will need to be pre-
booked. People who do not have a pre-booked
carpark will need to join either a guided tour, or a
bus or coach to access the village. Carparking
restrictions may also be applied to carparks
through the Corridor over time, should
congestion issues need to be managed.

This is a low approach impact to manage how
people access Piopiotahi Milford Sound It
should:

> encourage visitors to avoid self driving and
incentivise mode shift to other transport
methods, minimise impacts on rights and
access

> create ongoing opportunities for private
operators o provide a range of coach and bus
access options.

Estab ishing two new world-class
visitor centres, one as a gateway at
Te Anau, the other at Piopiotahi
Milford Sound

The centres will showcase all that the area has
to offer, and be sympathetically designed to
reflect the landscape and strong enough to be
resilient to seismic risk for years to come; they
will create connections and give a richer cultural
heritage and conservation narrative.

> the development of a new centre at Te Anau
will also act as central point to help to draw
people toward a range of new commercially
provided transport options to begin their
journey, and

> the development of a new centre in Piopiotahi
Milford Sound will provide a focal point for
visitors accessing the village, and be a central
point for sharing the Ngai Tahu, Ngai Tahu
Whanui connection to the place.
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The Piopiotahi
Protection and
Restoration

Fund

Most visitors to Piopiotahi Milford Sound —
approximately 80% — are international visitors.
These visitors are unlikely to be contributing to
New Zealand taxes and rates that fund
government activities and infrastructure that
they benefit from and exacerbate the need for
(for example: national park biodiversity, waste
management, public toilet facilities).

Access charges are common overseas, though
novel in the New Zealand conservation estate.
Kantar Public Research has shown that
international visitors have a high willingness to
pay an access charge, where the charge is
demonstrated to be reinvested back into the
place.

The purpose of the charge is to enable
international visitors to Piopiotahi Milford Sound
to support a world-class visitor experience while
managing visitor effects in Fiordland National
Park and the Fiordland Marine Area. It will
support investments that:

> deliver new or upgraded infrastructure and
visitor facilities and services in Fiordland

Park or the F or land Marine Area.

National Park (including between Te Anau
and Piopiotahi Milford Sound)

> protect, enhance and restore the natural
environment within the Fiordland National
Park and the Fiordland Marine Area, and

> have been identified as areas that are of
significance to mana whenua and/or are
included in relevant Treaty settlement
legislation.

Collection via multiple methods would ena le
good capture of all liable visitors while
minimising transaction costs and burdens. This
would include an online book ng system, similar
to those already operated by he Department of
Conservation, where inte national visitors can
pay the access ch rge. Some tourism operators
may also collect the access charge on behalf of
their clients.

We envis ge that all tourism operators would be
required to check that their customers have paid
the access charge as a condition of carriage or
service.

The Piopiotahi Protec ion and Restoration Fund would be established to offer grants,
seed funding or oth r forms of funding to a wide group of applicants seeking to
undertake conserv tion or environmental remediaton projects in Fiordland National

The fund would have clear criteria to guide decision-making and ensure that projects

mee theinvestment plan’s priorities — and could include funding activities by DOC or
by ES, as well as by community groups or NGOs. The process for allocating funding is
considered further in the Management Case.

Working better with private
operators

Private enterprise will be key to deliver on the
intended outcomes, including to support the
new activities and deliver the new infrastructure,
and implement a world class experience for
visitors.

To support this, a new approach to concessions
will be needed to provide greater certainty to
operators on what activities are permitted, and
greater clarity on what it means to be operating
within a world class area.

This will include setting higher standards and
expectations for operators and the use of more
proactive approaches to planning for and
allocating concessions. This will also be
complemented with more deliberate monitoring,
oversight and performance management of
commercial activities against agreed
expectations.
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Greater recognition of Ngai Tahu,
Ngai Tahu Whanui and its cultural
heritage and connection to the
place

The preferred option integrates Ngai Tahu, Ngai
Tahu Whanui aspirations for greater connection
to the place and greater reflection of its cultural
heritage, including:

> A gateway to Fiordland National Park, marked
by pou whenua. It will make a bold statement,
setting the scene for the story of the place
and marking the beginnings of the journey
into Piopiotahi Milford Sound. For Ngai Tahu,
it will be a source of pride as their connection
with the whenua is acknowledged. For the
visitor, it will signify the start of their journey
through to the world of Tu Te Rakiwhanoa.

> Greater connection throughout the Corridor,
with additional pouwhenua e added over
time, along with additional and upgraded
interpretive materials and key interpretive
sites cultural storytelling along the route,
culminating in the physical presence at
Piopiotahi of Tu Te Rakiwhanoa. This will be
the most magnificent Pouwhenua, located in
an appropriate place of respecta d
prominence.

> Naming conventions which recognise the
Ngai Tahu, Ngai Tahu Whanui names and
heritage

> Investmentint the Ngai Tahu, Ngai Tahu
Whanui Taur nga Waka landing site in
Piopio ahi

> Consistent theming and design of facilities
thr ughout the place that recognise Ngai
Tahu, Ngai Tahu Whanui heritage, recognising
the need for consistency and continuity of
presence.

New governance and management
arrangements to reduce complexity
and red tape, and support tourism
and conservation enabled by a new
legislative approach.

The future envisaged by the preferred option is
about more than a collection of physical works —
it requires a step-change in how tourism
pressures are managed in a National Park and

marine environment, with greater direct
management and oversight of the pressures and
experiences at place, how these can be used to
give back to place, and how such arrangements
are provided for and how risks and impacts are
mitigated.

Recognising strong and consistent feedback
from stakeholders that the current
arrangements are broken, the preferred
approach proposed a new, dedicated
governance and management approach which
will enable more dedicated and responsive
decision-making —including a new process for
developing a shared vision across key
stakeholders, and a new process for statutory
planning to help unloc the potential of the area.

Thisis explored m re in the Management Case.

Recognise that visitors arrive by
different modes, but with increased
focus on minimising environmental
effects and ensuring investment
better matches the world class
experience

While the Masterplan proposed removing both
the aerodrome and large cruise ship access to
the Sound, under the preferred option these are
retained with an expectation that their effects
are better managed commensurate with
expectations on operating in a world class and
pristine environment.

This will include:

> reorienting the aerodrome, moving the
taxiway, and aircraft parking to the south of
the runway, to make best use of the available
space, and enable the expected view shafts
to Rahotu Mitre Peak from the road without
requiring full removal of the aerodrome

> taking a long-term view of asset management
to ensure that the asset is maintained at a
level befitting a world class location,
including resilience improvements to the
runway and development of visitor arrival
facilities

> requiring operators to meet the ongoing costs
of operating the aerodrome through landing
fees, to ensure costs fall with those who
benefit
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> maintaining access for cruise in the short-
term, but closely monitoring visual,
experience and environmental impacts and
working with Environment Southland to
mitigate these where necessary, and
considering the future role of the Piopiotahi
Investment and Delivery Entity working in
managing cruise access

> closer ongoing monitoring of tranquillity

values in Piopiotahi Milford Sound, and
considering the ongoing management of
aviation and surface water activities required
to protect and enhance these.

The preferred option creates a virtuous
cycle for tourism, community,
conservation and Ngai Tahu aspirations
through a self-funding, regenerative
model

Together, the preferred option will provide a
fundamental reset of the Piopiotahi Milford
Sound experience, and ensure the place is living
up to its world class reputation. This includes:

> Providing an opportunity for a reset of the
strategic vision and management of the place
which can embolden mana whenua,
operators, conservation groups and othe
parties to actin a co-ordinated way to
manage the tourism and con ervation
pressures the place is facing

> Enabling a self-funding model that helps to
manage the added osts and relieving
dependence o the Crown for central funding
for the place in the immediate future which is
likelyt be limited under current fiscal
pressur s

> Pr viding a step change in the visitor
experience, with the creation of new
immersive cultural experiences, new
accommodation options, walking and cycling
trails, and a reduced infrastructure footprint
that enables visitors to experience the full
untouched beauty of the place

> Giving effect to Ngai Tahu rights, interests
and aspirations through the provision of
genuine opportunities for self-determination
by participation in decision-making, access
to commercial opportunities and a more
visible footprint within the place

> Creating new commercial opportunities for
private enterprise, reduces compliance costs

and strengthens certainty in the regulatory
environment for operatorsto ma e
investment decisions and innov te which will
ultimately enable strong eg onal growth.

Enabling significant reinvestment into
conservation and th environment across
Fiordland Nati na Park and the Fiordland
Marine area.

This app oach will ensure a wide range of
benefit forthe place and people

Tourism operators will benefit from increased
certainty and transparency relating to
concession and management processes, and
greater co-ordination of governance and
regulatory approaches which should reduce
delays and added costs of compliance

Operators will also benefit from a wider range
of commercial opportunities enabled by
development of nodes along the corridor,
supporting more diverse activities, and
encouraging visitors to stay longer, and a
level-playing field to be able to compete for
those opportunities. Greater visitor demand
over shoulder and off-peak periods would
enable operators to make smarter
investments in capital assets. An increase in
demand for provider transport will also
provide opportunities for existing and new
transport providers.

International visitors will enjoy a world-class
visitor experience from Te Anau, through the
corridor, to Piopiotahi Milford Sound,
including a strong and informative cultural
narrative woven throughout that experience,
a wider range of activities and services
available throughout their journey, and lower
risk of congestion from other visitors.

Domestic visitors will be able to enjoy and
take pride in a New Zealand icon, to learn
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about the natural environment, the heritage
of the place and its importance to mana
whenua, have confidence that their taonga is
being restored and well-managed, and retain
access to their national park.

> Locals and recreationists will have a clear
avenue to influence changes to their area, will
retain access to Piopiotahi Milford Sound, will
benefit from gradual, well-planned growth in
tourism, and the spread of economic benefit
and job opportunities to Te Anau and
Southland.

> Meaningful contributions to conservation and
environment initiatives will benefit the wider

region by supporting better outcomes in the
national park. New Zealanders and visitors
will know that the park is being cared for and
that they have contributed.

This option brings the strongest opportunity
to support the restoration of mana in
Piopiotahi Milford Sound, to acknowledge
Ngai Tahu as mana whenua, and to educate
and inform visitors of the heritage and the
cultural significance of the area. The cu tural
narrative will weave into each developm nt,
taking on visitors on a journey on heirway to
Piopiotahi Milford Sound.

i Visitors will want to know that their contributions are supporting impr ved conservation
aking use
of the outcomes. The value of the IVAC is measured in its contributi nba kinto place.
conservation Funding from the IVAC will enable a significant opportunities to accelerate conservation
i activities in the Fiordland National Park and Marine are The following examples have been
funding
prepared by DOC as indicative examples with very high level cost estimates based on current
activities.
Predator and Throughout New Zealand, DOC curren y sustains predator control over 1.8 million

pest control

hectares or 20% of public cons va on land targeting rats, stoats and possums.

In 2023, there were six pre ato control operations completed in the Fiordland area:

> Hollyford — Aerial ope ation across 26,054ha to protect long-tailed bats, kaka, kea,

rock wren, whio

> Murchison M un ains — Ground operation across 27,013ha to protect Takahe

> Eglinton - 43,957ha — Aerial operation to protect long and short-tailed bats, kaka,

kea, mo a rockwren, who

> W jacket - Aerial operation across 39,429ha to protect kea, kiwi, powelliphanta,

ock wren

The frequency and timing of predator control operations depend on the needs of the
species being protected and the characteristics of the ecosystems at each site.
Sustained control is cyclical, occurring typically every 3-4 years.

Based on DOC'’s average national costs for sustained predator suppression, across
1.2m hectares in Fiordland, full suppression would cost approximately $14.5m per

annum.’

7 Costs based on a four-year cycle of 2/3rd at $45/ha + 1/3rd at $55/ha (higher costs due to distance of delivery - helicopter travel

time))
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Wild animal

control

Wild goats, deer, pigs, tahr, and chamois eat and damage native plants and habitats —in

some places, they threaten how ecosystems function. Managing wild animals to reverse
these effects will help protect native species and increase forests' health and resilience in

dealing with climate change.

DOC monitors sites on public conservation land across the country for the faecal pellets
(droppings) of deer, goats, and sheep, tahr, and chamois. This provides an indicator of wild
animal numbers. From 2013 to 2022, the number of faecal pellets almost doubled, indicating

growth in wild animal populations.

The wild animal management control carried out each year depends on the biodiversity value
of a site, other threats and pressures at site and other conservation activities.

Based on DOC'’s estimated national costs for sustained wild animal suppression, across
1.2m hectares in Fiordland, full suppression would cost approximately $4.5m per annum?®

The preferred approach brings nationally
significant benefits

The preferred approach will not just benefit the
local iwi, community and business sector. There
are significant flow on benefits for the wider
region and national economy that strengthen the
case for investment.

The preferred option strengthens
the value proposition of Te Anau and
Piopiotahi Milford Sound for
visitors, which will strengthen the
Southland regional economy

The preferred option and in par icular the focus
on creating a gateway destination in Te Anau
provides a significan platform to increase the
quality of the visitor xperience in Te Anau itself,
and attract m e vi itorsto the area as a base
from which to explore Piopiotahi Milford Sound
and oth rattractions in the Southland area.

Wh n paired with a world class visitor
experience at Piopiotahi Milford Sound that

at racts a greater and wider range of visitors, the
development of Te Anau as a destination has the
potential to deliver a wide range of impacts to
benefit local business, communities and iwi
including through:

> telling the stories of iwi and educating visitors
on the history of the area through the way the
visitor centre is designed and the use of
engaging narratives and materials

> enabling opportunities for e isting and new
operatorsinthe areaa istornumbers

increase

> the potentialt promote and showcase other
tourism ac ivities in the Southland region for
visitors

> pot nti ldevelopment of visitor experience
o fer ngs adjacent to the visitor centre, for
example more lake side activities

> flow on benefits for businesses that support
tourism e.g. accommodation, hospitality and
retail

> employment and skills development
opportunities in tourism and related
industries

> strengthening the wider Southland tourism
‘product’ through establishing a strong
magnet destination within Te Anau.

The preferred option also establishes Piopiotahi
Milford Sound and Te Anau as destinations with
multiple attractions and activities for visitors to
enjoy. This is demonstrated through the forecast
increase in visitor nights and visitor expenditure
under the preferred option relative to the status
quo. There is an opportunity to also position
these attractions as locations you can return to
over time, particularly for domestic tourists who
may wish to experience locations and activities
in different seasons, or to bring friends and
family who have not experienced these places.

Finally, a stronger and more diverse tourism
offering in Southland will help to grow demand in
the shoulder and off-peak seasons, creating

8 Costs based on a four-year cycle Alpine habitat c. 400,000 ha c. $4/ha per treatment, Forest habitat Forest c. 800,000 ha c. $20/ha treatment =
$18m every four years
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The potential
impact of the Te
Anau to Cascade
Creek cycle trail

The proposed cycle trail from Te Anau to Cascade Creek vis Knobs Flat has the potential
to create a new market for travellers looking for a different way to experience Piopiotahi
Milford Sound.

Analysis undertaken on the potential economic impacts of this trail indicates it could
enable:

> an additional 52,000 cycling visitors and 53,000 visitor nights in its first full year of
operation

> $14 million in visitor expenditure in its first year
> anextra 107,000 cycling visitors and 111,000 visitor nights over its first 12 years
> total visitor expenditure over the first 12 years of around $38 million

These figures do not account for the added demand should the cycle trail be awarde
‘Great Ride’ status.

Nga Haerenga New Zealand Cycle Trails comprise 23 Great Rides spread acro s he
country in some of our most amazing and invigorating landscapes. They offer a d fferent
way to experience major sights and activities while also being more environmentally
sustainable. A recent evaluation of the Great Rides demonstrated tha int e 2021 year,
the Great Rides saw a 10% increase in trail users and a 18% increase in visitor nights
attributable to the trails alongside a 31% increase in visitor expenditure. Based on visitor
expenditure alone, and not accounting for wider economic impa ts, the trails brought
around $950 million to their regions. In the same year, a eported $10 million, or $9 per
cyclist, was spent on maintaining the trails. Demand dur ng hat year was driven primarily
by domestic tourism due to border closures as a result of the COVID-19 pandemic, but
nonetheless is a strong indication of the potential a peal of cycling in iconic natural
landscapes for both domestic and internatio alv itors.

When surveyed, 51% of trail users reported a greater appreciation of the natural
environment and 29% reported a great rap reciation of the local culture and heritage.
This illustrates the added benefit o cycle trails in forging a stronger connection between
visitors and local places and people This is in addition to the broader benefits cycle trails
deliver for physical and mental h alth (estimated at $11m in 2021), social connection,
regional development (throug enhanced profile and attraction of tourism demand
particularly in the off-pe k) and the environment (through encouraging low-carbon forms
of travel and recreation

Sources:

Angus and As  ciate (2022). 2021 Evaluation of Nga Haerenga Great Rides of New Zealand. Available at
https://www.m ie.govt.nz/dmsdocument/19854-2021-evaluation-of-nga-haerenga-great-rides-of-new-
zealand pdf

Angus a d Associates (2023). Impact Assessment: Te Anau Downs to Cascade Creek Trail.

Enhancing New Zealand’s tourism New Zealand’s tourism image and brand and
brand by caring for a global icon and generate economic opportunities for the
national treasure national tourism sector.

While there is an expectation that the preferred
option will drive an increase in overall visitor
volumes to Piopiotahi Milford Sound, this is not
expected to represent a net increase in overall
visitor volumes to New Zealand. However, there
are broader national benefits the preferred
option is expected to deliver, that will support

New Zealand’s image as a place to visit for
breathtaking vistas, outstanding natural
landscapes and a sense of untouched

environment in its most natural and pristine
form.
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Appendix 3.1: Detailed assessment of long-list

options

This appendix details the long-list assessment undertaken to identify
and assess a wide as possible range of options to achieve the
investment objectives and service requirements, within the boundaries
of the scope parameters and critical success factors.

We have taken a consistent approach for each

of the four options domains (infrastructure,

managed access, concessions, charging and

funding) that comprises:

Setting out the need for interv ntion in the
context of the challenges d ntified in the
case for change and the contribution to the
investment obje ti

Developing an assessment framework

specific o each domain based on the

critical success factors identified in the
onomic case

Identifying a long-list of options based on
the individual dimensions of choice in each
domain

Excluding and bringing forward elements of
the long-list based on the extent to which
these align with the critical success factors

Bundling the elements brought forward into
options shortlists that are taken into
consideration as part of the integrated
business case options in the economic

case.
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Long list options

The table below outlines a long list of
infrastructure options and ideas considered. Given
the complexity of the project, the ideas are
categorised, defined and have had sub-options
identified. We have made feasibility assessments
in relation to the criteria outlined above.

The long-list table is intended to rule out options
that are infeasible, and identify options to take
forward for short-listing.

The table is focused on the merits of individual
ideas and proposals, especially where there are
clear challenges or opportunities. The shortlist
evaluation focuses on the impacts at a package
level. This is particularly relevant for judgments on
capacity/capability and value for money as these
considerations are less likely to be determinative

to ruling individual proposals in or out, and
judgement is better made at a programme level.
Where possible, we have commented on specific
or unique characteristics of the proposals that
may raise concerns on the capacity / capability to
deliver or its value for money.

In addition to the table below, we considered two
short-stop options outlined in the Masterplan —the
Chasm and Mirror Lakes short walk. Neither of
those options presented material challenges to
achievability, and do not present a material
addition to cost or affordability assessments, and
align with the investment objectives in this
business case —as such, we prop se to take the
proposals forward unchanged to short listing.

This material below ha been prepared drawing on
the advice from thet hnical reports cited in

Appendix 2.2.

Accommodation

Piopiotahi Milford Sound village currently has one
hotel - the Mitre Peak Lodge, for visitor
accommodation, and a small amount of staff
accommodation in Deepwater Basin. ec ions
should be taken on the continuati n,
redevelopment, removal, or rel ca ion of visitor
and staff accommodation ervicing Piopiotahi
Milford Sound.

Infrastructure initiatives within the
location and variations

The Mas e p an proposes deconstructing the
existing hotel at the village, and replacing it with a
new eco-concept hotel offering premium and
standard services, at a similar location.

The Masterplan also proposes relocating staff
accommodation from Cleddau village to a new
purpose-built, multi-storey development adjacent
to eco-concept hotel, in the village.

We have also considered alternatives to the
Masterplan with the next most suitable alternative
for developing accommodation being Knobs Flat.

We have also considered the possibility for at least
skeleton staff in or near the village at Cleddau

Fla s Service Area — a site approximately 3km back
up the corridor from the Freshwater Basin.

Feasibility assessment

RULING OUT ACCOMMODATION IN THE
VILLAGE

Feasibility work in this project has determined an
intolerable risk to life in Piopiotahi Milford Sound,
including the village for prolonged stays — most
notably overnight stays. The strongest risk comes
from an Alpine Fault earthquake (75% likelihood in
the next 50 years), causing a landslide into the
Fiord (44% likelihood), causing a landslide-
induced tsunami. A Piopiotahi Milford Sound
tsunami - triggered by a landslide - may leave no
survivors, with as many as 3500 dying if the wave
hits during the peak of the tourist season. For this
reason, we consider it infeasible to develop
accommodation infrastructure in the village, other
than those critical for overnight servicing, and
consider it necessary to deconstruct existing
accommodation structures in the village and
relocation accommodation services to the
corridor.

We also note, however, the need to have a
skeleton staff capacity available near Piopiotahi
Milford Sound, and specifically on the western
side of the Homer Tunnel. As such, we have
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considered the provision of a small staff
accommodation facility in Cleddau Flats Service
Area.

We note the archaeological and cultural relevance
of the Mitre Peak Lodge. Our feasibility
assessments identified the hotel as having high
heritage aesthetic, including multiple building
elements from the 20th Century, moderate
archaeological value on the government-
sponsored hotel design, and high architectural

value from two different periods.

KNOBS FLAT - VISITOR AND TAFF
ACCOMMODATION

Strategic fit and busine s needs

Including visitora ommodation materially
contributes to the visitor experience along the
corridor. Knob Flat is approximately halfway
betwee Te nauand thevillage, and includes
sufficient flat land for developing visitor

ac ommodation of a comparable scale to that

provided in the village now.

There are wider opportunities for development at
the Knobs Flat site, supported by the visitor and
staff accommodation, including walking tracks
and interpretive information, and opportunities for
further concessions for other hospitality services
like food and beverage. This would present
opportunities for future concessionaires.

Achievability

Due to existing modifications from a pristine
natural environment, Knobs Flat has an ability to

accommodate new structures of appropriate scale
without significant landscape effects. The nearby
natural containment of beech forest further
supports limiting the environmental and
conservation values in developing the area.
Further, Knobs Flat has been assessed as not
significant in the culture and heritage feasibility
assessment.

There are wider challenges in the area, for
example, Kiosk Creek campsite development i
likely to result in significant adverse effect due to
high vegetation and habitat values, su h as
pekapeka bats feeding. This campsite
development and road layout changes at Kiosk
Creek are likely to be inconsistent the park
management planning framework, although this
could be addressed thr ugh plan changes. A
moderate level fresource management planning
difficulty is expected.

Knobs Fl th s been assessed to be
geotec nically feasible, subject to designs of

tr ctures complying with recommended
foundation construction. The area, however, is
exposed to elevated risks from an active alluvial
fan in the Eglinton Reiver Valley, and resulting
flooding. Bunds and cut drainage can mitigate
flooding hazard.

Developing amenity buildings, accommodation,
campsite, and road layout changes on Knobs Flat
as proposed in the Masterplan has been assessed
as likely consistent with the park management
planning framework, assumingitis of an
appropriate scale. A low to moderate resource
management planning difficulty is generally
anticipated.

Affordability and value for money

Construction in isolated environments comes with
significantly higher costs, compared to urban
areas. The isolation challenges in Knobs Flat are
materially lower than that at the village.
Furthermore, the residual risks at the village from
the AF8 risk present a significant additional cost to
development that should be accounted for.
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CLEDDAU FLATS SERVICE AREA - CRITICAL
WORKER ACCOMMODATION

Strategic fit and business needs

The Cleddau Flats Service Area, while close to the
village, has a materially lower risk to life from a
major tsunami event, being further away from the
water’s edge. Further, maintaining staff near, but
notin, the village, will help support rescue and
relief work following a major event in Piopiotahi
Milford Sound.

Achievability

The site at Cleddau Flats Service Area is habitat for
the critically-endangered Boulder butterfly, which
will present significant conservation and
environmental challenges for the forest clearance
necessary to enable development of
accommodation services at the site. Cleddau
Flats Service Area is notable as one of only two
known sites where that butterfly is found — the
other being in Deepwater Basin. Further work will
be necessary to determine appropriate mitigati ns
before developing the Cleddau Flats Servic Area.

The Cleddau Flats Service Area is a ormer landfill,
with known contamination. Devel pment of the
site should carefully manage any risk of discharge
of those contaminants to earby waterways in

flooding events. However, development of the site
presents an opportunity to remediate the
contaminated site.

The ability to obtain concessions and resource
consents may also impact on achievability,
particularly given the contamination. This would
need to be examined in detail but could potentially
be managed through changes to the planning
framework.

The world heritage assessment feasibility tu y
recommended not developing the Cl ddau Flats
Service Area, including for staff accommodation
options - citing the extensive cle rance of native
forest required to support th development. Itis
not clear, however, the i k oworld heritage
status from individual development options.

Summary

Because of he intolerable risk to life in Piopiotahi
froms ismic activity, and prolonged stays in the
vill ge, we consider it infeasible to develop or

m intain accommodation for visitors or staff in the
village. However, noting the cultural value of the
existing hotel structure, care should be taken to
preserve elements of the structure where
possible.

Given its location and heavily alteration to the
landscape already, visitor accommodation is most
suited to Knobs Flat.

Transport: Roading and public transport
infrastructure

Th M sterplan proposes to establish a regular
hop-on-hop-off and express zero-emission bus
service between Te Anau and Piopiotahi Milford
Sound. This includes terminals at both ends of the
journey and stops along the corridor.

There are also wider options for improving
outcomes under this Project using road transport.

Infrastructure initiatives within the
location and variations

The Masterplan proposes a hop-on-hop-off bus
service, with park and ride facilities. We have also

considered the infrastructure necessary to
continue to support private vehicle access.

Considerations include:

> Busfleet
> Busterminal at the village
> Bus stops at key nodes along the corridor

> Busterminal linked with a visitor centre at Te
Anau, with car parking

> Revamped car parking facilities at the village

> Car parking facilities at key nodes along the
corridor
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Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

Supporting a movement to public transport
options aligns with the strategic purposes to
enable private enterprise, by enabling
opportunities for concessionaires to provide
transport opportunities for visitors along the
corridor. It also supports the objective of delivering
infrastructure that is environmentally sustainable
and effective, by discouraging private vehicle
travel along the corridor, thereby likely reducing
carbon emissions, and likely reducing safety
concerns from inexperienced drivers and the
difficult driving conditions along the Milford Road.

The development and ownership of the proposed
carparking facilities at the village by the Piopiotahi
Investment and Delivery Entity enables the likely
proposed managed access model for private
vehicles to work.

The bus service also has the potential to support
managed access initiatives through scheduling of
services throughout the day, to soften daily peaks
of demand.

ACHIEVABILITY

There are material limitations to suppo inga
hydrogen or battery electric bus fle ta ongthe
corridor to the village. For example, hydrogen fuel
cell technology is not yet sufficiently progressed to
provide an affordable and re able service. Battery
electric buses will requ re charging along the
corridor, requiring significant electricity
infrastructure upgrades, and/or significant
stoppage mes to allow for recharging.

The establishment of bus shelters along the

cor id ris generally considered to be consistent
with the planning framework. The development of
a transport interchange in Te Anau is anticipated to
have a moderate difficulty from a resource
management perspective.

AFFORDABILITY AND VALUE FOR MONEY

We have determined that it is infeasible fo th
Crown or the Piopiotahi Investment and Delivery
Entity to acquire and operate the bus service
proposed in the Masterplan, noti gthat would be
prohibitively expensive to purchase the assets,
and they would likely be dl for significant parts of
the year. Instead, a model that enables private
enterprise to operate a range of service, to meet
consumer deman , would be more feasible.

CAPACITY AND CAPABILITY TO DELIVER

C ncessionaires provide a range of coach and bus
s rvices from Queenstown and Te Anau under
urrent arrangements. Future development of Te
Anau, the village, and the corridor should work
with concessionaires to continue to provide those
transport services, in alignment with the project’s
wider objectives — such as demand management.

The new Piopiotahi Investment and Delivery Entity
and the Crown are not suitable owners, operators
of the bus service, and should support private
enterprise to deliver the services.

Summary

Development should focus on providing the
commercial opportunity to provide bus services
between Te Anau and the village, with stops along
the corridor. This includes sufficient terminus
facilities at each end to support the flow of visitors
and stops at key nodes along the corridor.

Car parking facilities at the village should support
wider initiatives like access management.
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Transport: Aviation

The Masterplan proposes to remove the
aerodrome at Piopiotahi Milford Sound, repurpose
the land to improve the visitor experience, and
develop a heliport at Deepwater Basin to maintain
air access.

Infrastructure initiatives within the
location and variations

There are two main options, each with sub
options:

> 1A: Retain the aerodrome and keep current
investment arrangements.

> 1B: Retain the aerodrome and develop the asset
with a long-term view

> 1C: Retain the aerodrome and reorient the
taxiway, apron and building

> 2A: Remove the aerodrome, and remove
commercial aviation access

> 2B: Remove the aerodrome, and develop a
heliport at Deepwater Basin (Masterplan
proposal)

> 2C: Remove the aerodrome, and de el pa
heliport at Cleddau Flats Service A ea

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

The aerodrome has oor visitor arrival facilities,
with pilots hav ng to escort their passengers
across live operational areas to their aircraft.

The current aerodrome footprint prevents Ngai
Ta uf om accessing the water’s edge where the
waka first landed. Reorienting the aerodrome will
partially, but not fully, remediate this issue.

Continuing aviation access deteriorates the
experience for visitors arriving by land, by creating
significant noise and visual nuisance.

The significant cost associated with developing the
aerodrome with a long-term view of asset
ownership presents challenges in recovering costs
from aircraft operators, significantly increasing
landing fees.

Developing a heliport at Cleddau Flats Service
Area will require clearing a significant area of

native beech forest and continued pruning of
nearby trees, which presents challenges for
developing infrastructure that is environmentally
sustainable.

The current ownership of the aerodrome presents
challenges, where, aviation asset ownership is not
in the Ministry of Transport’s usual business.

The aerodrome, and Deepwater Basin sites, are
both vulnerable to AF8 and landslide-induced
tsunami.

There is limited value in retaining the aerodrome to
support a response to a natural disaster event,
noting that the primary resp  se will likely be with

rotary wing aircraft.

The deterioratingru wa could pose increasing
risks to aviation safety.

Milford Sound presents a challenging flying
environm nt for both fixed and rotary wing aircraft.

VA UE FOR MONEY AND AFFORDABILITY

Developing the asset with a long-term view,
whether reoriented or not, comes with a significant
cost. Even if only the operating costs are cost
recovered from aircraft operators, it will become
the most expensive aerodrome in New Zealand to
land at, by a significant margin.

Even where the aerodrome redevelopment is fully
cost-recovered, there is a significant up-front
capital cost that will need to be supported by the
IVAC revenue.

There are likely some risks of further cost
escalation, especially in relation to rotary wing
facilities — for example separating heliport facilities
from the fixed wing aircraft facilities.

ACHIEVABILITY

The runway is in poor condition, and there is likely
limited remaining life of the aerodrome —which
means it is not effective or sustainable to maintain
on its current path. We are aware of specific
subsurface conditions that risk further
deteriorating the runway, which require
remediation, when taking a long-term view of
managing the asset.

Developing a heliport on the Cleddau Flats Service
area and Deepwater Basin areas is considered
likely to be inconsistent with the park management
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framework and challenging from a resource
management perspective which could be
addressed through revisions to the plan. There is
an ability to manage negative cumulative effects
from aviation through this planning framework with
landings and takeoffs authorised by concessions.

CAPACITY AND CAPABILITY

The continued operation of the aerodrome
presents capacity and capability challenges. Itis
the only wholly-Crown-owned airport left.
Ownership and operation of an asset like an
aerodrome requires specialist skills, so should be
owned/operated by a Piopiotahi Investment and
Delivery Entity with the suitable capacity and
capability.

Summary

We should retain the aerodrome to support the
diversity of access and commercial opportunity
that aviation supports. However, to support a
better visitor arrival experience, the aerodrome
should be reoriented to shift the taxiway, parking,
apron and buildings to the south of the runway.
This presents an opportunity to improve passeng r
arrival facilities by constructing a visitor arrival
building.

We should also take a long-term view of m naging
the aerodrome asset, by remediating ground
conditions and improving sea defen es.

Transport: cycle trail

The Masterplan proposes a cycle connection along
the corridor, from Te Anau Downs, past the
Gateway of the national park, to O Tapara Cascade
Creek.

Infrastructure initiatives within the
location and variations

This option considered the proposed cycle path
from Te Anau Downs to O Tapara Cascade Creek.
It does not consider any m ter al variations to that
proposal.

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

Dev oping a cycle trail along the corridor
broadens the range of excursions available for

isitors — broadening the active excursions beyond
just walking tracks. It would encourage longer
stays in the corridor, especially linking with the
proposed new accommodation at Knobs Flat. The
proposed cycle trailis also likely to attract younger
people from markets that have not previously
shown an interest in cycling.

The cycle trail would open up opportunities for

private enterprise to host tours along the corridor,
hire bikes, and offer other hospitality services. The
proposed development offers a significant benefit

to the local economy, without adding to
congesti n at Piopiotahi Milford Sound.

ACHIEVABILITY

There are likely some challenges with developing
certain sections of the cycle trail, requiring
specific construction techniques to manage the
effects on the environment. The proposed route of
the cycle trail covers intact ecosystems, which will
negatively impact the local ecosystem. Shifting the
trail closer to the road may reduce those impacts.
In any case, environmental feasibility reporting
recommends considerations in offsetting the
environmental effects from construction.

Some specific locations along the trail may also
present challenges, such as along the western
side of O Tapara Lake Gunn, which has very steep
rock faces. Construction techniques to manage
these topographies are well understood - for
example at the Lake Dunstan trail.

The cycle trail crosses areas with higher risk of
rockfalls and slips. There are options to manage
this risk, however, by developing constructed
protections, or rerouting the trail to lower risk
areas.

The trail is likely to be inconsistent with the
national park management plan framework,
although it may be able to consistent if located
within the Front Country Visitor Setting, with
moderate difficulty expected from a resource
management approvals perspective. This could
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be managed through changes to the planning
framework.

AFFORDABILITY AND VALUE FOR MONEY

The development of the proposed cycle trails likely
offers good value for money, by adding a
significant additional opportunity for private
enterprise, a different attraction to the area, and

further encouragement for visitors to stay in the
corridor longer.

Summary

The cycle trail should continue to short listing, with
specific features and risks managed at the
implementation phase, including reducing
avoidable environmental effects, and geotechnical
risks by considering the most appropriate route.

Utilities: Piopiotahi Milford Sound

Utilities at Piopiotahi Milford Sound should
support the services within the village. This
particularly includes water and electricity services.

Infrastructure initiatives within the
location and variations

Sustainable infrastructure to support waste, fresh
and storm waters, proportionate to the
infrastructure presentin the village.

Electricity and other energy infrastructure to
support infrastructure and wider energy demands,
including transport. Electricity options inclu e
isolated micro-grid development of the exis ing
hydro dam, solar and battery, and dies | back up;
or developing a high voltage line f om e Anau.

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

The existing electrici y infrastructure has limited
remaining life nd may require upgrades or
remediation in the medium term. The existing
hydroelec ric generation facility supplies most of
th electricity needs in the village and is backed up
by diesel generators. The micro grid is at its supply
capacity, which limits the ability for the village to
support charging infrastructure for transport (cars,
buses, aviation, maritime), which limits the ability
to decarbonise transport operations in the village.
Further, the lack of ability to support charging
infrastructure does not support a positive visitor
experience. However, deconstruction of facilities
in the village, like the hotel and staff
accommodation will lower the energy demands
and release spare capacity.

Similarly with horizontal water infrastructure —
where there is an increase in services at the

village, there will naturally be increases in
pressure on water infrastructure. H wever,
reducing infrastructure in the vil age will reduce
demand for water services. Therefore, investments
in waste water and freshwater services should be
right-sized to the infrastructure that it supports.

Separate proposals to develop staff
accommodation in Cleddau Flats Service Area
presents an additional challenge in providing utility
servic s.

F ORDABILITY AND VALUE FOR MONEY

For electricity, we considered a high voltage line
from Te Anau along the corridor to support
electrification and development at the village. A
high voltage line (33kV) from Te Anau is
prohibitively expensive to the village — with cost
estimations exceeding $100m. A smaller line -
11kV will be more affordable (~$50m), but still
presents a significant cost line.

There are not likely to be any significant
affordability challenges with redeveloping water
services in Piopiotahi Milford Sound, including to
support staff accommodation services at Cleddau
Flats Service Area, especially where the demand
on water services is expected to reduce, from
lower accommodation options in and near the
village.

Utilities are currently delivered privately with
assets authorised with concessions. There are
value for money considerations which depend on
the extent to which investment can leverage
existing assets. This can occur through investment
post concession expiry or negotiation with

concessionaires.

ACHIEVABILITY

Developing a high voltage line from Te Anau
presents significant achievability challenges,
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particularly in the trench digging required.
Overhead lines are not appropriate for the
National Park setting.

Upgrades to water infrastructure are not likely to
present achievability challenges, noting that the
land at the village is heavily modified, and there is
existing water infrastructure in place.

While electricity upgrades in Freshwater Basin are
likely consistent with the park planning framework,
further information is required to ascertain
consistency for three waters improvements in
Piopiotahi Milford Sound. Moderate difficultly is
expected on resource management approvals.

Challenges could be addressed through changes
to the planning framework.

Summary

Connect Piopiotahi Milford Sound with an 11kV
line to Te Anau, and upgrade the existing
hydropower plant.

Upgrades to existing water infrastructure to
improve sustainability of service, but
proportionate to the required service at the vi lage.

Connect utility services to the Cledda Flats
Service Area to support proposed new critical staff
accommodation.

Utilities: Knobs Flat

Knobs Flat is proposed as an alternative
development site for accommodation, and other
services. Those services will require sufficient
development of utilities to support.

Infrastructure initiatives within the
location and variations

Provision of three waters and electrici /e ergy
infrastructure to support proposed in rastructure
development, including visitor nd staff
accommodation.

Feasibility Assessment

STRATEGIC FIT AND BUSINESS NEEDS

Supporting righ sized infrastructure development
at Knobs lat aligns with the investment objectives
of thi project —across providing a world-class
visit experience, delivering effective

i rastructure, and enabling private enterprise. To
effectively support that infrastructure, we need to
develop appropriate utilities infrastructure.

ACHIEVABILITY

The electricity services in Knobs Flat will be heavily
linked with services to Piopiotahi Milford Sound,
should a high voltage cable run through the
corridor. If there is a high voltage cable present,
there is unlikely to be any significant affordability
challenges in tapping the line to service Knobs

Flat. There are nom te ial additional known
barriers to achievab lity.

Further wo kwill be necessary to understand
challenge in developing water services to support
accommodation and other hospitality at Knobs

F at.

Improved water supply and hydro electivity is likely
to be consistent with the park management
planning framework but more information is
required before planning assessments on
wastewater can be made. Moderate difficulty is
expected on resource management planning
approvals.

AFFORDABILITY AND VALUE FOR MONEY

There are unlikely to be any affordability
challenges for electricity infrastructure in Knobs
Flat, where a high voltage line is developed to
service Piopiotahi Milford Sound. Further work is
necessary for the provision of water infrastructure.
Negotiation with concessionaires on leveraging
current utilities may enhance value for money.

Summary

Developing accommodation options at Knobs Flat
is critical to supporting their removal from the
village. To support those accommodation
services, it is important to develop appropriate
utilities services, like water and electricity.
Therefore, we take forward waste and freshwater
development options on site, and a high voltage
line from Te Anau.
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Piopiotahi Milford Sound

The current infrastructure at the village does not
support a world class visitor experience.
Redesigning the village presents an opportunity to
make improvements to visitor safety, to the
resilience of the place, and to the overall visitor
experience.

Infrastructure initiatives within the
location and variations

The Masterplan proposed a redesign of the village,
including:

> Reorientation of the road to support view shafts
of Rahotu Mitre Peak on arrival to the village

> Visitor arrival centre at the village
> Refuges

> Marine interpretive centre

> Bowen Falls cable car

> Barren Peak Spur viewing platform

> Redevelopment of Freshwater Basin tourist
boat terminal

> Deepwater Basin commercial wh rf

> Shuttle services between arr val and the
Freshwater Basin ferry terminal

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

Redesigni gthe infrastructure at the village has a
strong ali nment with the investment objectives to
provide a world class visitor experience. There are
also ignificant opportunities to enhance the

a knowledgement of Ngai Tahu as mana whenua,
to deliver infrastructure that is effective, efficient,
and environmentally sustainable, and to enable
private enterprise. Further, redesigning
infrastructure in the village can help manage some
of the risk to human life from a significant seismic
event.

View shafts of Rahotu Mitre Peak from the Milford
Road will help create a compelling sense of arrival
—supported by a reorientation of the aerodrome.

A new visitor arrival centre will support efforts to
educate and inform visitors of the significance of
the area to mana whenua, the geology,
conservation and environmental values of
Piopiotahi Milford Sound and wider Fiordland, the
risks of seismic events and where to seek refuge,
and to act as a refuge itself in the event of a
tsunami. Lastly, a new design of the visitor centre
will tastefully integrate it into the landscape.

Refuges throughout the village and at he end of
the corridor are necessary to support isitor and
staff safety in a significant seismi event.

A well-designed visitor and or marine
interpretation centre ¢ uld support education of
visitors to the unique marine environment in
Fiordland.

A cable car o Bowen Falls could provide further
excurs on opportunities for visitors, enabling an
improved visitor experience.

Ba ren Peak platform, supported with an
enhanced walking track, will enable impressive
views of Rahotu Mitre Peak from above the village,
and broaden the visitor offerings at the village.

Redevelopment of the tourist boat terminal and
the Deepwater Basin commercial wharf will
support sustainable infrastructure of water-based
activities — the main visitor attraction at Piopiotahi
Milford Sound, improving the visitor experience
and continuing to enable private enterprise.

ACHIEVABILITY

As canvasses throughout this feasibility
assessment, Piopiotahi Milford Sound is exposed
to significant seismic risks — primarily from
landslide-induced tsunami. New, reconfigured, or
redeveloped infrastructure development should
ensure that the design supports safe refuge during
such an event, and that the structures themselves
are as resilient as possible. Not all natural hazard
risk is mitigatable however. Other risks include
landslide, treefall, rockfall — which is a particular
problem in the area between the proposed visitor
centre and ferry terminal.

The landscape at the village has the capacity to
absorb new infrastructure, given it has already
been significantly altered from its natural state.
However, feasibility assessments note that care
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should be taken to not compromise Bowen Falls
as a significant landscape feature.

Proposed development is also considered
environmentally feasible, but notes that increased
access to the intertidal area is likely to result in an
increased volume of visitors accessing the
exposed seabed at low tide, which could
negatively impact marine organisms. This is likely
mitigatable through signage and education
campaigns, and careful design to channel foot
traffic away from sensitive areas.

The refuges proposed in the Masterplan, to help
mitigate the effects of a major event, are unlikely
to provide meaningful protection to people in an
AF8 or similar scenario, while still being tastefully
integrated into the landscape. We continue to
propose that refuges be developed, but note that
they are likely to provide shelter in smaller natural
events, like landslide/rockfall and smaller
earthquakes.

Within Piopiotahi Milford Sound, approximately 18
proposals are likely to be consistent with the park
management planning framework, 14 are
inconsistent and 4 are unclear. There is an
expectation of a moderate to high resource
management planning difficulty with 16 proposals
carrying high difficulty if undertaken by a non-DOC
party. This can be managed through changes to
the planning framework.

There are a range of existi g concessions and
activities occurring in th area, with achievability
of many proposals dependent on undertaking
works when concessions expire or negotiating

early expiryt  void interference with the

concess o _ich. AN

.
]
.
I - o< vclopment of the
Freshwater Basin terminal and reorganisation of
the arrivals area, currently privately operated,
depends on future concession arrangements with
potential for short and long term terms being
granted. Redevelopment of the Deepwater Basin
area also depends on working with
concessionaires in the area, particularly the
commercial fishing and kayak operations. JJf’

Reorientation of the state highway will likely

require use of roading powers and authority by
Waka Kotahi.

VALUE FOR MONEY AND AFFORDABILITY

The cable car concept provides some significant
affordability and value for money challenges given
the challenging terrain that it covers. We propose
thatitis not taken forward.

Further, the cumulative costs of aw |-designed
visitor centre, and a marine inter retive centre
presents affordability challe ge . We propose to
that the marine interpre ive entre is not taken
forward, and that the vi itor centre or facilities
provided in Te Anau support marine education
provision —for fu ther consideration at the
implemen ation phase.

We also p opose to not take forward the idea of
sh ttles within the village. We have instead
redesigned the spatial plan to allow for buses to
continue to take passengers up to the Freshwater
Basin ferry terminal.

Summary

Redesign of the village is a key initiative in this
Project, and represents significant opportunity to
deliver the investment objectives. Creating a world
class visitor experience, acknowledging and
educating visitors about Ngai Tahu as mana
whenua, and enabling commercial enterprise are
all key outcomes from a thoughtful spatial
redesign.

For the preferred option, we recommend
progressing view shafts of Rahotu Mitre Peak, a
visitor arrival centre, refuges, a viewing platform at
Barren Peak Spur, and improvements to wharfs
and boat terminals.

We consider that the Bowen Falls cable car, and
the marine interpretative centre do not provide
sufficient value for money.
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Te Anau

The proposals in Te Anau include the
development of a visitor arrival centre and links
with bus transit, and carparking facilities. The
purpose of these facilities is to help facilitate
access management and share information with
visitors on the journey ahead.

Infrastructure initiatives within the
location and variations

Visitor hub and bus terminal with accompanying
carparking facilities.

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEED

Te Anau is the gateway to the Milford corridor,
and the closest town with major amenities,
however few visitors stop and spend time in Te
Anau - favouring instead to do a round trip from
Queenstown in one day. Therefore, developing
Te Anau as a visitor hub presents an opportu ity
to spread the opportunities from visitation t
Piopiotahi Milford Sound.

A visitor hub and transport link me tthe
investment objectives by supp rting visitor
experience in having a clear start to the Milford
journey, with appropr ate links to public
transport. It also off rs he opportunity to
educate visito s on the journey ahead, of the
visitor opportuni ies available along the corridor,
and of the risks and challenges with visiting
Fiordland.

ACHIEVABILITY

The proposed visitor centre and transport
interchange are deemed geologically feasible on
the information available, noting that Te Anau is
rated medium risk of liquefaction in
Environment Southland assessments. Simple,
light loaded structures are recommended with
shallow strip or spread footings, while shallow
ground improvements may be necessary
depending on the site.

Assuming the hub is outside the n ional park
which follows the lakefront bo ndary, the
national parks planning fr mework would not
apply. Moderate difficulty is expected from a

resource management perspective.

AFFORDABILITY AND VALUE FOR MONEY

There ar not likely to be any significant

affo dability or value for money challenges in
developing a visitor hub at Te Anau, noting that it
does not face the same isolation cost
challenges as the corridor and the village.

Land acquisition has not been actively explored
and will need further consideration in the
implementation phases.

Summary

Developing a visitor and transport hub in Te
Anau should be taken forward to short listing. It
supports wider initiatives to nudge visitors
towards bus options, while providing an
opportunity to improve the visitor experience at
the start of the journey.

Node 1: Te Rua-o-te-moko Fiordland
National Park Gateway

The Masterplan proposes to create a gateway to
the Fiordland National Park to enhance the
transition from the rural environment to Te Ruo-
o-Te-Moko and the wider Te Wahipounamu
World Heritage Area.

Infrastructure initiatives within the
location and variations

Entry pou where the Milford Road first enters the

Fiordland National Park.

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

A thoughtfully designed welcoming pou at the
entrance to the National Park supports the
investment objective to acknowledge Ngai Tahu
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as mana whenua. Ngai Tahu should be deeply
involved in supporting final designs and
location.

The welcome pou also support a world-class
visitor experience by supporting a clear sense of
the start of the journey to Piopiotahi Milford
Sound.

AFFORDABILITY AND VALUE FOR MONEY

The entry pou is unlikely to add significant cost
to the overall development programme. Further,
given the opportunity that it presents to
welcome visitors to the area, and to
acknowledge Ngai Tahu as mana whenua, it is
likely to provide good value for money.

ACHIEVABILITY

The site for the proposed gateway has low
landscape sensitivity, due to the presence of
existing structures. However, it has high visual
sensitivity due to the open nature of the lower
Eglinton Valley and interface with the National
Park. Environmental assessment determine that
the proposed pou are unlikely to be of any
ecological concerns assuming that they are
located on unvegetated road margins, though

outdoor lighting for nighttime illumination
should be avoided, as it can cause adverse
effects to bird, bat and invertebrate species.

The proposed row of pou are deemed
geologically feasible, though wind loading will
need to be factored into the final designs.

There is insignificant natural hazard risk, but
minor concerns about public safety if visitor
stop close to the bend in the road to take
photographs.

The pou would be outside the national park on
private land with legal feasibility depending on
the landowner’s agreement

Summary

The entry pou proposed in the Masterplan
clearly suppo t the investment objectives set
out in this feasibility assessment, by

ackn wledging Ngai Tahu as mana whenua, and
support ng a world class visitor experience. They
represent good value for money, and have no
material concerns in achievability or capability
to deliver, recognising the need for landowner
agreement.

Node 2: Eglinton Reveal

The Masterplan p poses to create a node at the
Eglinton Revea —a dramatic exit from bush with
a strong v sual connection along the Eglinton
Valley, foll wing the Milford Road. Eglinton is
commonly the first stop for visitors along the
Milford corridor.

Infrastructure initiatives within the
location and variations

This proposed node includes a carpark, and bus
stop facility, a short river walk, and a shelter with
views towards Eglinton Valley.

The Masterplan also proposed a control point to
manage access through its proposed permit
system. That proposal has not been taken
forward. Further discussion on proposed
mechanisms for managing access is outlined
elsewhere in the Economic Case.

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

Using the Eglinton Reveal node as an additional
threshold on the journey to Milford Sound aligns
with the investment objective to create a world
class visitor experience. The proposalincludes a
visually sympathetic stopping point, with striking
views along the valley.

The node also supports improved visitor safety
by including a carpark and bus stop to provide a
safe area for visitors across transport modes to
safety stop, while discouraging movement
across the main road.

ACHIEVABILITY

The landscape at Eglinton Valley is highly
sensitive to modifications and has high
landscape sensitivity. It has a heightened sense
of naturalness, owing to the lack of structures
on the valley floor, and highly intact beech forest
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on its fringes and is highly expressive of its
formative process. Therefore the location of any
structures or car parks need to be carefully
considered — with the southern or south-eastern
end of the open valley floor, where they would
be outside of the main viewshaft. Cycle trails
that follow the existing area of modification, will
have a lower landscape impact.

Vegetation clearance could lead to loss of
habitat for bird, lizard, bat and invertebrate
species — mitigatable by minimising the built
footprint, and selection of build location.

Proposed structures are feasible from
engineering and geotechnical perspective,
though further alterations to plans, eg a

multistorey building, will require further
assessment.

The visitor shelter, information, toilets and
carpark are likely to be consistent with the park
management planning framework with
moderate difficult expected from a resource
management approvals perspective.

Summary

The Eglinton reveal node concept should b
taken forward to short listing. It represen s a
significant opportunity to improve the visitor
experience and safety by app opriately
showcasing one of the first t iking sights on the
corridor.

Node 3: Te Huakaue Knobs Flat

Knobs Flat is at a central location long the
corridor, in the Eglington Valley. The Masterplan

proposes development of the site to support a
wide r nge of accommodation options and
supp rting services. Those proposals and
considerations are outlined in the
accommodation section above.

Node 4: O Tapara Cascade Creek,
Mistake Creek

The Masterplan prop ses to develop walking
tracks and further amenities for the existing
camping servi esa O Tapara Cascade Creek
and Mistake Creek.

Inf astructure initiatives within the
location and variations

his node includes proposals for:

> Overnight accommodation on Te Huakaue -
O Tapara Easy Tramping Track (Mistake
Creek, Countess Range or other location
TBC)

> A nature walk at Lake Gunn, and access for
surface water activities

> Improvements to camping amenities

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

This node seeks to improve camping
accommodation at the last stop before crossing
the Southern Alps, and a variety of walking,
cycling and water activities. It seeks to improve
the visitor experience by broadening the short
stop, and accommodation options available on
the corridor.

ACHIEVABILITY

The Masterplan identifies this site’s challenges
with flooding and the open landscape, and
proposes a “tread lightly” approach.

The area is highly sensitive to landscape
changes, due to glacial and fluvial formative
process, and being devoid of structures and
modifications. However, the campsite can
accommodate upgrades to existing
infrastructure without compromising landscape
values.
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Specific features of the proposal, such as stop
banks to manage flooding risk, have the
potential to generate adverse effects on the
natural character of the creek, and should
carefully consider the creek’s pattern and
process. Construction of bridges should avoid
excessive vegetation clearance and adverse
effects on the bed and margins of the Eglinton
River West Branch.

A small-medium hut within the upper reaches of
Mistake Creek Valley could be absorbed within
the landscape, if properly managed. A larger hut
would risk compromising the values of the
landscape, and the remote and wild landscape
values.

The area is susceptible to flooding and a
medium liquefaction potential, but is
geotechnically feasible to build on, assuming
lightly loaded structures on shallow piles, or
spread footing foundations. Structures may

need to be founded on elevated platforms to
mitigate flood risks.

More information is needed to ascertain
consistent with park management planning for
the camping layout and waste water
improvements. The carpark upgrade, bus
shelter, toilet facilities and non powered
watercraft are likely consistent, with facilities
boat storage and use of powered personal
watercraft likely inconsistent but could be
addressed through changes to the framework.
Low to moderate resource management
approvals difficulty is expected.

Summary

This proposed node hould progress to short
listing in full, noting the additional contribution
to visitor accommodation, and more optionsin
walking racks. The feasibility study did not
presen any unmanageable challenges.

Node 5: The Divide/Wakatipu
Trails Head

The Divide and Wakatipu Trails Head are two
nearby points where traditional and
contemporary trails converg This node seeks
to recognise and buil on those nearby trails and
actas ashortstop | ngthe corridorjourney.

Infrastructure initiatives within the
location and variations

Acro s the Divide, and Wakatipu Trails Head
locations, this node could comprise of:

> Awananga or living classroom (proposal for a
place of learning with shelters and
interpretive materials — not a building per se)

> Hinepipiwai Hinepipiwai/Lake Marian lower
loop and accessible walkway to Hollyford
River Whakatipu Ka Tuka lookout

> Visitor shelter with car parking, road layout
changes and landscaping

> Toilets

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEED

The proposed node and its associated network
of surrounding trails is significant to Ngai Tahu,
who seek the return of their identity and
connections to the mountains in the area. This
node therefore forms an important part of our
efforts to acknowledge Ngai Tahu as mana
whenua. The proposed wananga should take the
form of interpretative materials at the Divide, to
sympathetically integrate into the landscape,
while acknowledging the significance of the area
for Ngai Tahu.

The connection and development of the various
historic and contemporary trails improves the
visitor experience by improving the connection
and facilities for some of New Zealand’s finest
walks.

ACHIEVABILITY

The Divide and Wakatipu Trails head are highly
renowned for a heightened sense of remoteness
and are sensitive to increased presence of
structures and modifications. There are,
however opportunities to manage those effects
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by, for example, using existing landscape
modifications, like the Hinepipiwai/Lake Marian
trail carpark, and developing structures away
from the active bed and margins of the Hollyford
River.

For one of the walking tracks: key summit to
cascade creek, there is likely loss of canopy
tawai/beech trees on the steep slopes, and
construction and design should carefully avoid
wetland impacts.

Both sites have been geotechnically deemed as
feasible for the proposed development, but
require further studies on ground conditions in
subsequent phases of work to ensure
information is updated before construction.

The sites are exposed to significant-to-
substantial natural hazard risk in the form of
active debris flow near the Divide; and exposure
to flooding from the Hollyford River, and
rockfall/avalanche at the Wakatipu trails head
site.

The additional loop walks proposed for the
Wakatipu have been deemed infeasible for poor
biodiversity and safety outcomes.

Proposals are generally likely to be consistent
with the park management planning framework
with the wananga facility and Lake Marian falls
track unclear and the Lake Marian carpark, and
Divide carpark likely inconsistent, although this
could be addressed through changes to the
planning framework. Low to moderateres u e
management planning difficulty is expected.

Summary

The shelter and cultural inte pretive materials
should be taken forward o short listing, as

should additional
Hinepipiwai Lake Ma ian. These represent clear,

nn cting walks to

achievable opportunities to improve visitor
experience, and acknowledge Ngai Tahu as
mana whenua.

Node 6: Gertrude Valley

Gertrude Valley, near the easter entrance of
the Homer Tunnel, offers establ shed walks and
striking views. The Masterplan proposes
developing additional facilities to support a
richer and more inf rmative visitor experience
and provide re uge against natural hazards.

Infrastructure initiatives within the
location and variations

Additional facilities proposed to support a node
in Gertrude Valley include:

> Monkey creek roadside bus bay and track
> Lone tree walkway

> Car park and road safety improvements

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

This node supports walking tracks and links to
the New Zealand Alpine Club facilities. It was
proposed in the Masterplan as a superior
alternative to the Whakatipu-ka-tuku Hollyford

Valley viewpoint near the Homer Tunnel-a
popular walking track until it was closed to avoid
traffic congestion and natural hazard risk.

ACHIEVABILITY

Gertrude Valley has high landscape sensitivity,
but with some areas less sensitive due to
existing modification. Proposed development
largely contained to areas with lower sensitivity
concerns. The proposed loop track should be
designed to avoid the margins of the active bed
of Gertrude Creek, to reduce potential for
effects on the natural character of the river.

This node supports very high ecological values in
montane forest, with a shrubland, tussockland
habitat sequence. Direct impacts of the
Masterplan proposal are relatively small scale,
however care should be taken in expanding
carparking or transport facilities and the
clearance of beech trees should be avoided.
Exacerbating existing impacts on kea should be
carefully managed, including by increasing or
improving resources to manage human-kea
interactions.
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The planned structures are considered feasible,
assuming they are simple and lightly-loaded
with shallow foundations, but further pre-
construction work is necessary to confirm soils
and whether groundwater is present at shallow
depths.

The node is subject to avalanche risk, with some
natural resilience from the nearby forest.

Proposals are generally likely to be consistent
with the park management planning framework,

with the carpark upgrade likely inconsistent,
although this could be addressed through
changes to the planning framework. Low to
moderate resource management planning
difficulty is expected.

Summary

This node should progress to short listing in full
noting the manageable challenges in
achievability, and clear strategic fit.

Node 7: Cleddau Cirque

Cleddau cirque offers striking views as visitors
leave the western entrance of the Homer
Tunnel. This node offers a safe and managed
opportunity for visitors to stop for photos.

Infrastructure initiatives within the
location and variations

This node could include:

> An observation point

> Refuge from avalanche and rockfal risk

Feasibility assessment

STRATEGIC FIT AND BUSINESS NEEDS

This node was initially pr posed as a short stop
opportunity for th journey along the corridor —
seeking to improve the visitor experience.

There remain some material challenges in
provid ng for visitor safety, with the corridor road
neart e proposed observation and refuge point.

ACHIEVABILITY

The proposed location of the site is in a high
avalanche and rockfall risk zone. The proposal
for a refuge supports visitor safety, but careful
design will be necessary to accommodate the
necessary volume of people.

The proposed development risks exacerbating
existing impacts to kea. Construction of kea-
safe buildings would mitigate these risks, as

would improvements in information resources
for visitors.

The proposed node has high exposure to natural
hazards —so disc uraging visitors from venturing
beyond the p oposed footprint of the node, and
consideration of its capacity and how long
people a e encouraged to stay there, will all be
nec ssary.

he geological conditions at the proposed site
present some significant construction
challenges.

Proposed changes to road layout, carpark
upgrade and rockfall shelter are likely to be
consistent with the national park management
plan framework with low to moderate resource
management approvals difficulty expected.

AFFORDABILITY AND VALUE FOR MONEY

The site is subject to geological challenges that
makes the proposed observation point and
refuge a poor affordability and value for money
proposition. This, combined with the enduring
risk to visitor safety from the nearby busy road,
means we propose not continuing with this
proposal.

Summary

We do not propose to take this option further,
noting its significant geological challenges, and
difficulty in creating a safe and affordable
option.

MILFORD OPPORTUNITIES PROJECT BUSINESS CASE—03. ECONOMIC CASE 194












198

cruise liners). Those modes of transport
represent a very small portion of arrivals to
Piopiotahi Milford Sound. Furthermore, those
arrivals tend not to meaningfully contribute to
congestion in Milford Sound and the corridor.

We have also ruled out differentiating
treatment for rental vehicles as this will be
challenging to implement due to legislative
complications and difficult to enforce. Itis
also unjustified when compared to other
hazardous roads in New Zealand.

Scale: All shortlist options to include
international visitors, explore applying the
model to domestic visitors, hunters and
fishers. These groups visit Piopiotahi for
primarily recreational reasons and the
volume of visits attributable to these groups
suggests managing their movements will
most effectively support a reduction in
congestion. We have ruled out other options
partly for reasons of scale or for reasons
specific to the nature of their interactions
with the place:

— Hikers tend to take a different pa h into the
corridor, or Piopiotahi, and o not
meaningfully add to co ge tion

— Residents and operat rs Piopiotahi
Milford Sound nd should be afforded
freedom of m vement to enable them to
work an live in the place

— Ma awhenua have customary rights of
access and any managed access model
would be seen to curtail these

— Emergency and essential services are
excluded on the basis that any barriers to
access should be removed to ensure
emergency services are provided as
quickly as possible.

Service solution: Bringing forward a range
of activities to manage access. We have
brought forward a range of activities on the
basis there are different ways to meet the
investment objectives and critical success
factors. This enables us to test how these
might interact with other choices made
around the integrated business case options
(e.g. concessions, charging).

MILFORD OPPORTUNITIES PROJECT—BUSINESS CASE 2024

We have ruled out banning international
visitors from self-driving private or rented
vehicles as per the Masterplan’s original
decision, asitis unlikely to be justified to
prevent the rights to freedom of movement.
The complexities associated with banning
rental vehicles are noted above.

> Service delivery: Bringing forward a range
of mechanisms for delivering
improvements. Similar to the servi e
solution options, we have brought forward a
number of service delivery options for
shortlisting including r st ctions (free
permits), nudge, use of infrastructure and
tourist stops, scheduling to spread visitors
(transportand/ r oncessioned activities)
and promo ion of public transport options.
This recognises that there are a range of ways
toinflu nce travel behaviour and we will need
to nsider how these interact with other
choices.

— We have ruled out barriers at the entry to
Fiordland National Park as being
inconsistent with the objective to keep
access open to New Zealanders. Itis also
likely to create an additional congestion
point within the Corridor and does not
account for visitors who arrive via other
transport methods (cruise, air). Paid
permits were ruled out as an option
because there are legal complexities with
charging New Zealanders to access
conservation land, and there is a limited
justification to charge international
visitors an IVAC and a permit to access
Piopiotahi Milford Sound.

— We have also ruled out managed access
via existing regulatory tools (Coastal Plan
for cruise and Southland District Plan for
all other transport methods). This is
because managing access via
concessions is more favourable, as it is
the primary regulatory instrument for the
national park management. Drawing on
another regulatory regime (resource
management) would add confusion, as
the regimes would overlap.

> Timing: We have not ruled out any options.
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Concessions

FRAMEWORK

A concession is an authorisation from the
Minister of Conservation to undertake an activity
on public conservation land and water. The
Conservation Act 1987 sets out the framework
for concessions, covering the application
process, setting of conditions and fees, factors
to be considered, and monitoring and
enforcement. Section 4 requires DOC to give
effect to the principles of the Treaty of Waitangi
in all aspects of its work including planning and
concessions.

CURRENT STATE

Tourism activities and critical infrastructure in
Piopiotahi Milford Sound and along the road
corridor are authorised by a complex set of
concessions. In Piopiotahi Milford Sound, the
key activities authorised by concessions are:
Tourism activities including boat cruises, guided
tours, accommodation, bus transport and
aircraft take-off/landings; Privately owned and
operated infrastructure and services, ncl ding
wharves, power generation, wate pro ision,
carparking, visitor centres, toilet fuelling, staff
accommodation and som amenities; and
Miscellaneous activities which includes further
wharves, storage sheds, a lobster factory, and a
weather station.

CHALLENGES

The Masterplan identified significant challenges
with oncessions in Milford, finding that “the
n ture of existing concessions and other
onservation authorisations constitutes a major
impediment to achieving the desired
outcomes”. Key challenges identified in the
Masterplan and refined through feasibility
testing are:

> Current concession arrangements and
infrastructure does not support visitor
experiences that are diverse and consistent
with national park values, conservation,
safety, visitor management and cultural
narrative.

> Current concession arrangements create
limited incentives for competition and
innovation to enhance visitor experience
Funding and investment in visitor fac liti s
and infrastructure is not optimal planned or
coordinated.

> Concession arrangements d not currently
reflect the full value (or cost) of concessions
and the rights they onvey, and does not
provide for suf cient accountability and
performance.

OPPOR UNITY

Ther isan opportunity to take a more strategic
and coordinated approach to concessions in
Piopiotahi Milford Sound to ensure the
regulatory system is both well-functioning and
aligned with key outcomes.

The MOP Unit has been exploring new
approaches to achieve the following objectives:

> Commercial activities enable the preferred
option and the outcomes needed, including
visitor management, experience, integration
of the cultural narrative, and conservation
values.

> Concession arrangements enable private
enterprise, incentivise innovation and
investment, and promote competitive
tension, conservation and sustainable
tourism.

> Impacts on existing rights holders are
understood and managed appropriately,
consistent with achieving the masterplan
goals.
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Assessment of the long list

A long list of options was assessed against the
key investment objectives and critical success
factors. Each option was assessed as meeting,
partially meeting, or not meeting our investment
objectives and critical success factors. The
outcomes of this assessment are summarised
below.

> Scope -focus on options that charge
international visitors, including those
hunting, fishing, and hiking. We have
brought forward these options on the basis
they capture international tourists to
Piopiotahi Milford Sound, who may visit for a
range of reasons. This aligns with the intent of
the charge being to collect revenue from
those that are making use of the place for
tourism or recreation/leisure and providing an
opportunity for them to ‘give back’ to the
place.

We have ruled out charging New Zealanders
and those ordinarily resident in New Zealand
This aligns with similar mechanisms used n
the conservation estate, including for Great
Walks. We have ruled out New Zea ande s to
align with the strategic objectives f
continuing to allow New Zeal nd rsfree
access to their conservation ands.

We have also ruled ut charging residents
and operators li i g, working, or otherwise
operatingi Piopiotahi, emergency services
and essential workers, including employees
and co tractors from central and local

gove nment. Those individuals would all be
entering Piopiotahi on official or commercial
business, and it is not the strategic intention
to charge them for access.

> Scope -variable rates - all shortlisted
options to include reduced levies and
exemptions for children of different ages,
exemptions for mana whenua, and those
flying over Piopiotahi

— Itis common, accepted practice to
discount for children (eg under 15).
Existing boat operators in Piopiotahi
already provide a discount for children
under 14.

— Mana whenua should have free access
to land over which they hold customary
rights. This includes those that do not
have a New Zealand passport and are not
normally resident in New Zealand.

— We consider it to be prohibitively
difficult to collect levies from aircraft
passengers flying over Piopiotahi. Given
these passengers do not land in Piopiotahi
itself, theirimpact on the place is
considered to be minimal.

We have ruled out exempting th following
groups from paying the harge:

— Australians —we ha considered
exempting ordi o nting for Australian
citizens, no ing Kantar research
illustrating a lower willingness to pay,
therefor likely some demand elasticity.
H wever, we ruled out on the basis that
there is little credible argument for
exempting, and noting a high volume of
Australian visitors (approximately 20%) —
which would materially deteriorate the
IVAC revenue stream if exempted or
discounted.

Precedent for exempting or discounting for
Australians in similar charges is mixed.
They are exempt from paying the
International Visitor Conservation and
Tourism Levy, noting that to charge
Australians to enter New Zealand would
likely be in conflict with the Trans Tasman
Travel Arrangement — which seeks to allow
Australians and New Zealanders to visit,
reside and work in each other’s country
without restriction. However, Australians
are not eligible for the domestic rates for
Great Walk huts, unless they are ordinarily
resident in New Zealand.

We consider that charging Australians the
Milford Sound IVAC would not be in
material conflict with the Trans-Tasman
Travel Arrangement, noting that Piopiotahi
Milford Sound represents a small part of
New Zealand, normally only visited for
tourism purposes.

— Other exemptions - including veterans,
students, lower incomes - ruled out on the
basis that any domestic visitors with
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CULTURAL NARRATIVE

> FNP gateway (pou whenua)

> Upgraded and new interpretive materials and
key interpretive sites, particularly point of
arrival for visitors

> Inclusive interpretive approach is undertaken
with all new visitor investments

> Naming conventions - signage updated to
acknowledge Ngai Tahu, Ngai Tahu Whanui

> Delivery of cultural landscape experiences as
per Ngai Tahu aspirations

> Shelters and cultural interpretive materials to
educate visitors.

DEMOLITION / DECONSTRUCTION

> Remove current staff accommodation and
hotel over time

> Remove structures in central hub to make
way for new visitor hub

> Remove carparking on foreshore and
establish landscaping features / plantings in
its place

> Deconstructing visitor centre at Te Anau.

Option 4: World-class conservation
experience —with IVAC

BRIEF DESCRIPTION

This option would deliver the Masterplan’s
vision. This approach would undertake
immediate interventions to enable regenerative
management, significant investment to increase
visibility of cultural narrative and Ngai Tahu
footprint and seek to effectively man ge the
impact of tourism.

This option most closely al gn with the original
intent of the Masterplan, although it has some
changes that are prop sed because of the
current feasibility test ng particularly informed
by seismic ri k analysis.

VISITOR EXPERIENCE AND CONSERVATION
IMPACT

> Level of investment befitting a world class
expe ience across different investment
choices.

> Travel flows are further smoothed with the
introduction of additional levers to manage
access.

> |nvestment is heavily tilted towards
encouraging mass transit options compared
to self-drive options.

> New and significant experiences to be
included within Piopiotahi and the corridor.

> Higher IVAC means significant increase in
funding available for complementary
conservation activities and world class
nature experiences.

> Significant upliftin cultural narrative and Ngai
Tahu footprint throughout.

POLICY AND LEGISLATIVE IMPACTS
Legislative changes:

> IVAC

> New planning framework

> New entity

> Clarify enhanced approaches to concessions

> Enable mechanisms to better manage access

> Potentially enable concessions transition.
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Appendix 3.3: Evaluation of each option

This appendix outlines the detailed evaluation of each of the 5

shortlisted options.

Option 1 (enhanced status quo):
Incremental improvements on the
status quo

OPTION 1 DESCRIPTION

Under this option, there will be limited funding,
institutional or regulatory changes. The focus of
this option is to make use of existing
mechanisms to coordinate and improve
combined efforts at Piopiotahi Milford Sound to
maintain visitor volumes at current levels in a
safe and efficient way while minimising possible
harm to conservation values.

OPTION 1 SPATIAL PLAN, LAYOUT AND
ANCHOR INFRASTRUCTURE PROJECTS

No changes are proposed to the spatial plan and
layout under this option.

Anchor infrastructure will be operator-led (e.g.
planned upgrades to the ferry terminal or
accommodation) or delivered through local
government such as planned town centre
improvements under the Te Anau B sin
Development Plan.

OPTION 1 SUMMAR EVALUATION

This optionis not ec mmended on the basis
that it:

> Does not meet the investment objectives.

> Will see a continuation of the current
degradation of the natural environment.

> Carries a high risk of further deterioration of
the experience that requires significant future
investment to reverse.

> Will have negative impacts for a wide range of
groups and individuals.
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Option 4: World class conservation
experience —with charge

OPTION 4 DESCRIPTION

This option would deliver the Masterplan’s
vision. This approach would undertake
immediate interventions to enable regenerative
management, significant investment to increase
the visibility of a cultural narrative and Ngai Tahu
footprint, make investments to better respond to
and mitigate the seismic risks, and seek to
effectively manage the impact of tourism.

Access would be managed through a
combination of operator activities and
investment in visitor experiences along the
corridor to spread the flow of visitors during the
day. Parking will be substantively reduced with
visitors required to book spaces ahead of time.

Concessions would be managed differently,
including through setting higher standards and
expectations for operators and the use of
proactive approaches to statutory planning r
and allocating of concessions. This will be
complemented with more deliberate monitoring,
oversight and performance managem nt of
commercial activities against ag eed
expectations.

A higher charge would be introduced for all
international visitor compared to option 3.
OPTION 4 SPATIAL PLAN, LAYOUT AND

ANCHOR INFRASTRUCTURE PROJECTS

Upg ades to infrastructure will include those
outlin din option 2 and 3 as well as:

> Further reduction of visitor parking (60%
compared to 40% in option 3)

> Substantive increase in camping provision at
Kiosk Creek, Upper Eglinton, Totara and
Smithy Creek (capacity for 437 additional
overnight visitors).

> A new accommodation site at Knobs flat with
a range of visitor accommodation types and
staff accommodation (capacity for 251
additional overnight visitors)

> Shelters and cultural interpretive matera to
educate visitors

> New short and accessible tracks Knobs flat,
Waterfall walk, Hinepipiwa Hinepipiwai/Lake
Marian lower loop, accessible walkway to
Hollyford River Whakatipu Ka Tuka lookout,
Monkey Creek, Lone Tree).

> Whakatipu T ail Head visitor shelter, car
parks andt ilets.

With the e infrastructure proposals, the layout
will be adjusted to:

> Reorient the aerodrome to shift the taxiway,
structures and aircraft parking to the south of
the runway

> Create a more compelling sense of arrival
with unobstructed views of the vista as
visitors enter the delta

> Connect the walk along the Freshwater basin
foreshore with the Cleddau Delta walk

> Create multiple viewing points along the
foreshores of freshwater basin, Cleddau
Delta and the Marina
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Option 5: Pristine and reduced use

OPTION 5 DESCRIPTION

This option would provide limited access to
Piopiotahi itself with a s rong conservation
focus.

Further tourism and infrastructure investment
would hav an emphasis on less exclusive
experie ces alongthe corridor, with less
infrastructure within Piopiotahi itself.

OPTION 5 SPATIAL PLAN, LAYOUT AND
ANCHOR INFRASTRUCTURE PROJECTS
Upgrades to infrastructure will include:

> New visitor experience centre in Piopiotahi.

> Removal of runway and revegetation of the
foreshore.

> Reduction of car parking by 80%.

> Pou Whenua at national park entrance.

Reduction in camping provision at Totara,
Deer flat, Knobs flat, Kiosk Creek and Eglinton
(83 fewer overnight visitors).

Knobs flat interpretive building and walking
track.

Whakatipu Trails Head visitor shelter with
experience hub and trail head facilities.

Cycleway from Te Anau Downs to Cascade
Creek (extended from Knobs Flat)

Shelters and cultural interpretive materials to
educate visitors

New short and accessible tracks (Knobs flat,
Waterfall walk, Hinepipiwai Hinepipiwai/Lake
Marian lower loop, accessible walkway to
Hollyford River Whakatipu Ka Tuka lookout,
Monkey Creek, Lone Tree).

Te Anau visitor hub and interpretive centre.

Layout will change significantly with the
removal of the aerodrome
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Appendix 3.4: Approach to economic Impact

analysis

We have undertaken a static economic impact analysis to identify the
additional GDP and employment that will be generated by the
construction of physical assets and delivery of conservation activities
in Piopiotahi Milford Sound, the Milford Corridor and Te Anaul.

Method

Economic impact analysis estimates the
contribution that an activity makesto a
geographical area in terms of output, GDP and
employment. The analysis identifies the impact
from the direct expenditure associated with a
project and then applies regional multipliers to
determine the indirect and induced effects of
that initial expenditure in terms of gross output
value added (GDP), and employment.

1. Directimpacts are those that are ini ia ly
generated by the initial expenditur with
businesses.

2. indirectimpacts —these o curwhen the
initial businesses purchase materials and
services from supplier firms, who in turn
make further purchases from their
suppliersan so forth.

3. induced impacts occur when employees in
th  nterprises and in firms supplying
services are paid a wage and the

nterprises generate profits, which are
then spent on consumption within the
region.

Total impact is then the sum of the direct,
indirect and induced impacts.

We focused on the expenditure on infrastructure
that will result from the different options and
assessed the direct and indirect economic
impacts that are attributable to this.

We averaged the capital expenditure over the
period in which it would be spent to identify the
typical impact. For example, under the preferred
option, there is total capex of $558.5m over 12
years or an average each year of $46.54m.

We have assumed thatthei astructure
expenditure initially flow to construction

industries, accordi g to the following split:

> 30% on non residential
> 50% on heavy & civil engineering, and
> 20% on construction services.

We have also assumed the following breakdown
f expenditure on conservation activities:

> 20% on heritage and artistic activities (e.g.,
biodiversity plantings)

> 20% on scientific, architectural and
engineering services (e.g., research activities)

> 20% on heavy and civil construction (e.g.,
flood protection)

> 40% on agricultural, forestry and fishing
support services (e.g. native tree planting).

Multipliers are then applied to expenditure for
each industry to provide the direct, indirect and
induced impacts.

Multipliers

Multipliers are constructed from a detailed set
of Input-Output (I-O) tables that show the
relationships between goods and services
produced by each industry and the use of these
goods and services by other industries and final
users within a defined geographic area.

The size of the multiplier depends upon the
degree of economic self-sufficiency. The more
self-sufficient a region or nation is, the higher
the multiplier is likely to be. Each industry has a
different multiplier based on different patterns
of purchases of goods and services from other
industries.
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Limitations of Multiplier Analysis

Additionality

It is assumed that the activity or event being
analysed does not displace existing activity.
This suggests that there is no second alternative
that will attract a level of investment and
therefore economic activity.

Impact

It is assumed that an activity will not have an
impactin relative prices. The larger the activity,
or the more concentrated itis in a single industry
orregion, the more likely it is that relative prices
would change.

Aggregation

Each industry has its own unique inputs and
outputs and thus multipliers. The more
aggregated the level of analysis, the less
accurate these inputs and outputs become. Itis
therefore important to apportion the initial
expenditure to the industry where it occur . |
particular, given the uncertainty over where the
funding for conservation could be a ocated, the
analysis should be treated as indic tive only.

There is also uncertainty ove the level of
capacity and capability in the market to scale up
to deliver the incre sed investment. The analysis
assumes that the ma ket can deliver the
expected upli t over time but possible
limitations are discussed further in the

Com erc alCase.
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A financial strategy has been developed to
underpin the funding model proposed and
the financial forecasts included in this
Financial Case

Attracting private
finance: Learning

This financial strategy was developed to
demonstrate how the Project and preferred
option could be financially viable and self-
funding over the whole of its life. Cabinet has
previously agreed that the Project would be self-
funding via access charging for international
visitors, a contribution from which would fund
conservation work in the Fiordland National Park
[DEV-21-MIN-0135].

This strategy and approach has been developed
to provide a basis for making decisions about
how the preferred option should be funded and
financed, underpinned development of the
options in the Economic Case, and identified

funding and financing opportunities associated
with the preferred option.

We have assumed that there will be no further
funding available from DOC to meet the costs of
the infrastructure upgrades necessary to
respond to visitor growth. Fiordland National
Park currently receives 1.5% of the total set
aside for management of conservation lands (or
0.84% when accounting for revenue generated
from recreation fees).

Under current fiscal pressures, this is un ikely to
change materially in the near futu e. Without
additional funding we assess hat the visitor
experience and conservat o utcomes within
Fiordland National Park are likely to decline
further. Third party ve ue, via concession
arrangements is also constrained as a number
of the larger ¢ ncessions are not on terms that
would enable the introduction of new revenue
stream Funding within the marine environment

isals constrained.

Successfully raising the funding evenue) and financing (borrowing) for the project
i willinvolve performing the o owing key activities:

: > establishingastatu oy vymechanism and authority, including arrangements

for proposing, recommending, approving, and monitoring compliance with a levy

from the

Infrastructure

Funding and . responsibi ies
Financing (IFF) Model > statu

0.

order (seeth Ma agement Case which sets out the key roles and

ry ar angements would need to provide for appropriate investor
protect ons, including clear ringfencing of levy revenue and what it may be used

S implementing a system for levy collection and enforcement.

raising finance to undertake activity (including negotiating terms, establishing

financial covenants, pledging security) and using proceeds from the levy to repay
principal and interest over time.

> implementing a system for disbursing funding to undertake construction activity

and "give back" to conservation and the environment.

> comply with financial reporting and audit requirements to ensure public

accountability.

All options would require oversight and administration of levy making powers, and
retention of monitoring and regulatory functions. Options involving Crown finance
may be cheaper, but potentially masks the true risk and involves commitment

of scarce Crown capital.

The Infrastructure Funding and Financing Act 2020 is not applicable to MOP in its
current form due to its limited scope (primarily urban development, transport,

i housing) and because it is designed to support local authority-led projects. It relies
on local government rating mechanisms to collect revenue and provide security to
: lenders.

A bespoke statutory framework could be designed drawing on key provisions in IFF
i legislation, thereby supporting investor acceptability.

The general process and roles of the IFF model is set out in Appendix 1 to the
¢ Financial Case, and how this model is applied for Piopiotahi Milford Sound is
i considered in the Management Case.
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The development of this financial strategy has
been guided by the following principles:

> additionality - new revenue streams should
support additional investment, not substitute
for or divert existing spending that otherwise
occurs within Fiordland National Park

> fully-funded - debt should be used to smooth
the mismatch between capital costs and
revenues within prudent limits

> commercial financing - any financing
options (whether provided by the Crown or
third parties) should be on arms-length
commercial terms

> revenue source should reflect
characteristics of the good or service -
public and club goods should be IVAC
funded, whereas private goods should be
provided privately, where private provision is
commercially viable (and subject to
concessions or appropriate permission)

> prudent borrowing limits - borrowing limits
and interest cover ratios should be
determined in accordance with prudent
benchmarks consistent with maintaining an
investment grade credit rating.

A key objective underpinning the financial
strategy is that the Project is self-funding. In
practice this means that:

> the costs associated wi h investment and
activity is recovered through dedicated
revenue streams

> the additional costs to be incurred can be
met without rawing on the Crown or local

government for contributions through general
taxation or rates revenue

there is sufficient revenue to not only fund the
upfront capital investment required to
upgrade infrastructure and improve the visitor
experience, but also to fund ongoing
expenditure to operate the infrastructure,
maintain and renew assets, and replace them
at the end of their useful life

revenue is sufficient to meet the governance
management and administrative costs
associated with the preferred option, such as
the costs of collecting revenue administering
funding, procurement, and cont act
management, general opera ing costs, and
the cost of capital

revenue will be set at a level that generates a
quantum to “g ve back” for investmentin
conservat on and environmental activities via
a “Piopiotahi Protection and Restoration
Fund” requivalent, and

th financial strategy is underpinned by an
integrated funding and financing model, the
results of which are presented in this
financial case and are used to generate 50-
year financial projections associated with
different input assumptions and the preferred
option outlined in this Financial Case.

We outline an overall set of assumptions that
are used to support these inputs and forecasts
for the preferred option in Appendix 4.2.

MILFORD OPPORTUNITIES PROJECT BUSINESS CASE—04. FINANCIAL CASE 266













































THERE IS CURRENTLY LIMITED FUNDING
AVAILABLE FOR INVESTMENT IN
CONSERVATION AND THE ENVIRONMENT

The cost of required investment in additional
conservation and environmental activities is
difficult to estimate from a bottom-up
perspective.

The Department of Conservation estimates it
spends up to $9.7 million per annum managing
biodiversity and recreational opportunities in
Fiordland National Park, which represents
around 1.5% of the total appropriation for Vote
Conservation to promote and protect New
Zealand’s natural and cultural heritage and
visitor opportunities for conservation purposes
in 2024/25.°

Approximately $4.3 million of revenue is
generated annually from recreation fees, across
Fiordland National Park. This means that the net
direct Crown contribution is estimated to be up
to $5.4 million per annum, or up to 0.84% of the
funding set aside for the management of
conservation lands, despite Fiordland National
Park representing 14% of all public conserv ion
land.

THE IVAC WILL PROVIDE A NEW REVENUE
SOURCE TO INVEST IN CONSERVATION
AND ENVIRONMENTAL OUTCOMES

The purpose of the IVAC ist fund, or contribute
to the funding of, investments in infrastructure
and related facilitie and services to support
visitor experience, nd the protection,
enhancement and restoration of the natural
environm nt.

Elig ble expenditure will include projects that:

> deliver new or upgraded infrastructure and
visitor facilities and services in Fiordland
National Park (including between Te Anau
and Piopiotahi Milford Sound)

> protect, enhance and restore the natural
environment within the Fiordland National
Park

Revenue will also be able to be applied activities
that:

> contribute to the effective maintenance,
operation and management of visitor
infrastructure

> contribute to the effective associated
strategy, planning and management of the
area

> meet Treaty of Waitangi responsibilities s
set out in the Conservation Actand r levant
Treaty settlement legislation

It is expected that investing a portion of the
IVAC’s revenue in protecting, r s oring and
enhancing the natural environment within
Fiordland National Pa will not duplicate the
Department of C nse vation’s current work as
the current le el of investment from the
Departmentin the region is very small, and
insuffici ntto achieve the desired biodiversity
and conservation outcomes.

For purposes of modelling, we have treated the
funds available for conservation and
environmental investment as the funds
remaining to be invested once other costs have
been met.

Nonetheless, we have applied the following
principles to the allocation of funding to
conservation and the environment, which is that
a level of investment in conservation and
environment is committed from the outset and
that the overall allocation of investment should
be approximately 50% of revenue gathered.

Under this approach, we estimate that more
than $114m is available to investin
conservation, biodiversity and the marine
environment over the first ten years, and
$4.754b available over 50 years (52% of the
revenue gathered through the IVAC).

If revenue generated significantly outstrips
worthy activity over a sustained period of time,
then the level of IVAC could be reduced at a
future pointin time.

The additional revenue is likely to have a large
impact on the ability to undertake conservation

® Based on figures provided by the Department of Conservation and appropriations estimates released for Budget 2024 available at
https://budget.govt.nz/budget/pdfs/estimates/v8/est24-v8-conser.pdf
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Appendix 4.1: Commercial funding and institutional arrangements
— infrastructure funding and financing (IFF) Act 2020



Appendix 4.2: Funding & Financing Model
Outline and Assumptions

The Annex is to document the key assumptions that underpin the
financial model cost projections, and presents a range of options in
how key cost information is forecast in the cost model.

THIS ANNEX DESCRIBES:

1. The model’s overall structure and layout

2. The model’s inputs and data sources, including the assumptions at are used to develop the

model’s inputs and data sources

3. Calculations that are used in the model to support anal sis and outputs used in both the
model and the business case analysis

4. The outputs of the model, and sample tab sthat represent these outputs from the financial

model, and

5. Scenarios and sensitivities tha ar able to be utilised within the financial and commercial

model to support scenario and sensitivity testing, both for analysis and as part of the business

case.

MILFORD OPPORTUNITIES PROJECT BUSINESS CASE—04. FINANCIAL CASE

287



What the modelis

The model has primarily been developed as a
decision-support tool for the Milford
Opportunities Project to:

- Identify — at a high-level — the overall
affordability of a particular business case
option and combination of IVAC and assets
proposed for investment

- Conduct arange of scenario and what-if
testing on various ownership structures,
visitation scenarios, and IVAC settings

- Function as a decision-support tool for the
Board and Ministers to analyse options
included in the business case.

In most instances, the cost and revenue
estimates are incremental, and the NPV analysis
included in the business case is incremental as
well. This is generally how business case costs,
benefits and NPVs are presented.

What the modelis not

The modelis necessarily assumptive. The
model makes a range of assumptions, which
may or may not come to pass. In addition, as
noted above, because the model is
incremental, the modelitself isn’t intended to
be a presentation of the actual ba ance sheet of
any new entity.

Because decisions on asset ownership and
operation have also not yet been made, the
model is not intending to make a determination
on asset ownership and operation —rather, itis
intending to display a range of plausible
ownership and operation scenarios, and then
determine if the introduction of an IVAC based
on current visitation forecasts would be
sufficient to make the proposal self-funding.
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its importance to mana whenua, all

The proposed infrastructure and
conservation works are broad and need
to be delivered in one of the most
remote and pristine geographical
environments in New Zealand

New Zealanders, and the tourism operators who
rely on its international appeal for their
prosperity. The preferred option would also
reduce the risk and impacts of natural disasters
and unlock significant funding to be applied to
biodiversity and conservation activities.

The spatial plan and proposed investments Delivering Option 4 will provide a suite of

represent the most significant shift to the commercial opportunities to a range of pa tners

available infrastructure in Piopiotahi Milford and businesses, from mana whenua_to

Sound in more than a generation. The proposed infrastructure developers and ope ators, as well

investments represent a generational as tourism operators, conservationists, and the

opportunity to protect and enhance the place, local community.

An asset management and investment
plan spanning at least the next ten years
should be developed to guide
implementation

The Piopiotahi Special Amenities Area and
Investm nt Plan would be developed and owned
byt ee tityand updated every three years.

| could also be used to build pipeline certainty

As the proposed changes are envisaged to be
delivered over a time period of at leastt ny ars,
the programme is proposing a new Piopiotahi
Investment and Delivery Entityto anage the
delivery of proposed works,a dt develop and
implement a long-term asset management plan
(Piopiotahi Special Amenities Area and
Investment Plan), whic will guide decisions like
when to construc assets, and how potential
partners may b involved.

We propo e the Piopiotahi Investment and
Delver Entity develops this investment plan,
which would outline the planned investment,
and would be similar to the long-term plans
used to outline local authority expenditure on
services and assets.

for future investment opportunities and inform
potential infrastructure partners and tourism
operators with interests in Piopiotahi Milford
Sound and the broader region.

This approach would also help to manage
potential capacity and capability issues that
may arise in the development and introduction
of new infrastructure assets throughout
Fiordland.

This plan would also include the approach to
funding investments that protect, enhance and
restore the natural environment in the Fiordland
National Park and associated marine area.

This integrated planning approach would enable
a much better and more coordinated approach
to assessing seismic and other natural disaster
risks and the degree to which they can be
mitigated through physical works.
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A phased approach helps to manage
risks and minimise the impact on

visitors

It is anticipated that a phased approach would

be taken to implementing Option 4, including

staging investment in assets and services.

Phasing investment has several advantages,

including:

> Risk management: By dividing the proposed
investment programme into manageable
stages or phases, the complexity and
associated risks of each part can be better
controlled. This includes risks associated
with the physical environment, fragile eco-
systems, and seismic and other natural
disaster related risks.

> Financial control: Staging and phasing help
in spreading the financial impact over a
longer period, which is important for budget
and cashflow management. The checks and
balances associated with the proposed IVAC
arrangements limit the benefits of this for
MOP, however it still has relevance when
considered against other factors.

> Responsive management: Implementing the
proposed investment plan in tages allows
for the integration of lessons learned and
community and stakeholder feedback.

> Reduced disruptio :The proposed
investment ac ivity will be disruptive for the
community, ourism operators and
international visitors. By focusing initial
investment activity in the corridor, we can
o ervalue to commercial operators (through
new opportunities) and to visitors (through
new experiences) prior to the village being
disrupted.

> Flexibility: Notwithstanding the feasibility
work undertaken to date, we expect delivery
will require the management of key
uncertainties including the timing of
legislation, the rate and timing of the IVAC,
and the success or otherwise of relevant
commercial negotiations and arrangements.
This will require a flexible approach.

> Capacity and capability: By planning a
project in phases, limited capacity and
capability can be allocated more effi iently,
and an asset plan can help to build pipeline
certainty for potential commer al partners.
Effective planning can mitig te issues such
as a lack of available su ply of materials and
limited availability fs illed project managers
to support construction, especially in a
remote area

A significant number of parties are involved in
the delive y of tourism experience, conservation
acti ities and infrastructure in Piopiotahi Milford
Sound which is why a new management
pproach is recommended to strengthen the
delivery focus. These are examined
comprehensively in the Management Case.
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5.7 Concessions approach

The preferred option has implications and creates opportunities for
both existing and new private sector concessionaires.

Concessions are permissions granted
under the Conservation Act 1987.

A concession draws on the concept of an
ordinary real property right but modifies it to
create an authorisation that enables and
regulates use of the national park.

Concessions take the form of lease, licence,
permit or easement but are granted by the
Minister through a defined process, with
parameters set in legislation (such as length of
term, key conditions etc). This has been
reflected in the legal advice that any improper
interference with concessions could be legally
challenged.

Concessions play an important role within he
Fiordland National Park including:

> Delivering effective land man gement
ensuring that any activitie ma ntain the
values of public conserv ti nland. They
enable DOC to control which activities can
occurinside the Nat nal Park, assess any
adverse effects and apply conditions
necessary fo the activity to take place.

> Providing well-governed access
opportunities
enabling appropriate private use and
development of public conservation | nd. A
clearly regulated environment g ves
legitimacy to that use, prov es areasonable
level of certainty to con essionaries, and
clarifies responsibilitie

> Securing afai return to the public from
private use and development of a public
asset
this is ypically done through payment of a
r yal y by the concessionaire when the use of
public conservation land results in
commercial gain. DOC generally refers to
these royalties as activity fees.

> Clarifying public and private entitlements
and responsibilities
concession agreements clarify entitlements
and responsibilities for both parties in
situations where both DOC and the
concessionaire have interests and duties
relating to an activity. This is particularly
useful when it comes to clarifying risks and
responsibilities related to natural disasters.

Concession arrangements in Fiordland
National Park are complex, with
concessions governing a wide range of
operators and activities, including a
small number of significant
concessionaires who have longstanding
arrangements.

DOC holds all detail on concession
arrangements. The information held is of
variable quality and completeness. Each
concession arrangement is unique and often

contains bespoke conditions, with approvals of
new and renewed concessions happening at a
regional level. Analysis has been undertaken of
current concession arrangements to assess the
potential impact of implementing the preferred
option, Option 4.

The large number of active concessions and the
interconnected nature of those concessions
means commercial arrangements will need to
be approached with careful consideration
including the design of new opportunities that
will be able to be delivered by concessionaires.
Note that DOC was only able to supply
concession data up to 2020 and a full legal due
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diligence is required to confirm the data with a
higher degree of confidence.

Figure 1
Overview of co.ncession active
arrangements in concessions as
Piopiotahi:* at January 2024

individual
concessionaires

concessions that
generated revenue

for DOC in 2023

1N totalconcession fe
° revenue in 2023*

*Decisions on specific concession arrangements are made independently through conservation regulatory processe . Th concessions
data system does not enable information on the exact nature of the activity and its location to be easily ascertaine The f gure for fee
revenue is an indicative estimate of annual fee revenue for 2023 given reporting approaches are variable and in ent. Given these
challenges, legal due diligence is required to ascertain numbers with a high degree of confidence.

Concessions arrangements are interconnected,

as individual tourist operators can be required to

obtain multiple concessions to deliver visitor
experiences. Some operators own and control
enabling infrastructure and also operate visitor
activities utilising that infrastructure thr  gh
interconnected ownership structur s. hese
operators are delivering a popular ange of
visitor experiences, however som community
groups and smaller operators re seeking a
more ‘level playing field’ and the ability to
provide tourism ser ice inthe area.

it’s unfair and we haven’t had a
concession since 2018. Management
o the place has to change - you’ve
got to break the current strangle
hold”

— small/medium business owner

Ngai Tahu has also expressed concern about the

current way in which concessions are managed
in the area and an interest in providing greater
tourism services consistent with their wider
aspirations.

any changes to concession
arrangements must not erode or
impact Ngai Tahu rights and interests
under existing Piopiotahi concessions
or concessions that are secured
between now and the implementation
of a new regime. Such changes must
also build on section 4 (of the
Conservation Act 1997) and extant
case law - they should seek to solidify
a right of preference for mana whenua
and further ensure their economic
aspirations”

— Te Runanga o Ngai Tahu, Letter to MOP Unit,
05 May 2023
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Option 4 will impact current footprint in Piopiotahi village itself to manage
concessionaires to different degrees

natural hazard risks and reduce congestion. This
approach will have a material impact on existing
concessionaires, especially those with an

The preferred option introduces a significant ownership interest in the hotel and visitor centre

shiftin the visitor management approach at and core infrastructure within Piopiotahi itself.
Piopiotahi Milford Sound, including a reduced

Table 3 sets out the nature of the impacts on
existing concessionaires that would be brought
about under the preferred option.

Table 3: Indicative impacts of the preferred option on concessioned activities
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The proposed shift in concessions
management require concessionaires to
change, adapt and align to the vision of a
world class visitor experience

The proposed shift in how concessions are
managed will provide a more effective means of
supporting existing and prospective concession
holders to adapt to the nature and scale of these
impacts. This more strategic approach will be
welcomed by many concessionaires, who are
frustrated by the limits from the current
concessions approach.

Under the preferred approach, concession
terms and conditions would be aligned with the
shared vision for management of Piopiotahi
Milford Sound. The approach to allocating
concessions would be focused on achieving
shared outcomes with competitive processes
used to award concessions for key activities,
and criteria being applied to ensure concession
are allocated to the operator best able to meet
the vision on the best conditions possib e.
Concession conditions would be o usedon
ensuring that key aspects of the ac vity are
aligned with the wider strategy rthe area, with
monitoring of complian e with conditions in
place for key activities

A more strategic and collaborative
approach, brought in over time is
recommended

The current concession framework h s many
issues and the process needs addressing...
Businesses need to feel supported to be the
catalyst for change in this sys em. Operators
also need consistency and reliability to enable
investment in the place.”

Tourism expert

The Board agreed six principles to inform the
app oach to working with concessionaires
during the transition to new arrangements.
These were that the transition should:

1. beopen, fairand transparent

2. ensure that concessions granted deliver
positive outcomes for Piopiotahi Milford
Sound and New Zealand

3. be Treaty responsive, informed by the
implications of the Ngai Tai decision

4. provide certainty to existing
concessionaires as soon as possible

5. recognise the contribution concession
holders have made and the desire to take a
collaborative approach in the future

6. support new commercial opportunities to
introduce greater competition, innovation
and performance while aiming to minimise
unavoidable negative commercial impacts
on existing concessionaires.

Implementation of Option 4 will require
careful management of existing
concessions in the area during the
transition to new arrangements

Implementation of the Milford Sound
Masterplan will require the amendment,

modification, or potentially termination of a
small number of concession arrangements with
potential impacts on the rights associated with
these concessions. Analysis in support of
Option 4 has confirmed that the current
regulatory system does not provide sufficient
flexibility to make the kinds of changes
envisaged. For that reason, legislation that
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enables amendment, modification or potential
termination may be required.

The current legislative framework will require amendment

The Conservation Act enables conditions to be As aresult:
changed by agreement, through application by > Current legislative provisions may be

the concessionaire, or through unilateral insufficient to support a negotiated outcome,

changes by the Minister in limited with failure to find a timely resolution

circumstances with a high risk that any such resulting in delaying works.

decisions would be legally challenged. This

. ) If acquisition is required, it would ne  to be
means the circumstances for changing

-, . . ) authorised by legislation that p ovides for a
conditions during the life of a concession are yieg P

_— . . fair procedure and compensation to reflect
limited, unless agreed to by the concessionaire.

the impact on property rights.
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The impact on other concessionaires is
likely to be minor, but may still be
disruptive and certainty should be
provided as soon as possible

Analysis of the remaining redevelopment
proposals could likely be achieved without the
need for major changes to concession
arrangements.

There are a small number of concessions that
could significantly slow key parts of the
proposed redevelopment of Piopiotahi, for

example preventing changes for up to 25 years.
While the term of these concessions is pending
final determination, if they are granted for a
medium to long-term, any redevelopment would
be reliant on voluntary agreement by the
concessionaires who may seek compensation
or outright refuse. In addition, while the
concessions arrangements have the effect of
contractual arrangement between DOC and the
concessionaire, there are other parties ot e
statutory decision-making process who have
interests that are relevant, which ould
complicate negotiations.

A range of commercial transition
approaches have been considered for
those concessions that are materially
impacted, but the most feasible
approach requires legislative
amendment

We have considered the approach o managing
impacts on concessionaires. summary of the
options considered is set out below.

1.  Introduce proposals when concessions
expire - this ap roach avoids impacting
existing r ghts of concessionaries but
would involve significant delays in
impl menting the preferred option given
some concessions have lengthy terms still
to run. This may need to be supported by
an intervention to prevent expired
concessions from being granted.
Interventions may include changes to the
FNPMP or introducing a bylaw that enables
the deferral of decisions on pending
concessions. This option would introduce
significant uncertainty for concession
holders and potentially legal risk for DOC.

2. Negotiate change - this avoids impacts on
existing rights as any change would be
voluntary but is reliant on reaching
agreement with concessionaries. This
approach is enabled by the Conservation
Act, which permits changes to existing

concessio sto be agreed where the
change is minor or reduces the effects, but
otherwise a new concession must be
applied for.

3. Impose changes based on the
Conservation Act - S17ZC of the
Conservation Act enables the Minister to
impose changes in limited circumstances.
Concessions must also comply with the
FNPNP so changes could be introduced
this way, although legal advice has
highlighted this approach has limited utility
and is high risk. While some concessions
may qualify forimposed changes via these
avenues, there is a general assumption
they could not apply but requires further
detailed consideration.

4. Compulsory acquire under the Public
Works Act 1981 (PWA) - the PWA provides
for the compulsory acquisition of property
rights where necessary for public works.
This option could potentially be used to
acquire key concessions, although
legislative change may be required to
enable this.

5. Introduce with bespoke legislation -
legislation could be used to introduce
changes regardless of what concessions
provide (due to Parliamentary sovereignty).
This means the proposals could be
implemented with certainty but would need
to carefully consider the impacts on
individual concessionaires. Any such
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The transition will require a careful

commercial approach for each COMMERCIALLY
concession and impacted
concessionaires

CONFIDENTIAL

Table 4 Indicative transition a
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that does not detract too much from delivery of

Future commercial arrangements will be
underpinned by a clear investment
strategy

a world-class visitor experience. Key benefits
include procurement economies of scale,
stronger supply partnership and stability of

The proposed investment plan approach offers a
range of programme level benefits that will
significantly enhance the efficiency, cost
effectiveness, and contribute to the overall
success of the programmed investment.
Importantly, this level of investment activity
within such a pristine and hazard rich
environment, will need to be delivered in a way

workforce (which is particularly important given
the remote location for works delivery) and risk
management (given the need to delivery work in
a complex high-risk environment and fragile
ecosystems). This applies to infrastructure
works as well as conservation and
environmental works.

A strategic approach to allocating
concessions will represent a significant
shift from current practice

The proposed management and governance
arrangements detailed in the Management Ca e
set out a shiftin how permissionsarem a ed
in Piopiotahi Milford Sound. This inc ud s key
shifts to focus on shared outcome and taking a
more strategic and co-ordina d approach to
managing activities (as oppos d to an effects-

based approach).

This involves ma ing use of tendering or other
strategic procurement disciplines to improve
the way concessions are allocated and
managed, n line with the overall vision and

strategy for Piopiotahi Milford Sound. This
approach will ensure that concessions are

awa de tothe operator and activity that best
meets the broader objectives (rather than on a
first in first-in-first-served® basis). It will also
enable strengthened performance management
and provide more certainty to operators.

Of great importance, is the application of the
primary relevant Treaty principles, Active
Protection and Partnership, to ensure Ngai Tahu
is given appropriate opportunity to participate in
any concession opportunities presented by the
plan. These considerations will pay particular
regard to the economic benefit to iwi, the active
protection of mana whenua interests and the
consideration and protection of identified
cultural values.

Developing a procurement strategy for
the infrastructure physical works

The Piopiotahi Investment and Delivery Entity
will develop a procurement strategy to inform its
approach to engaging with the market and
contracting for delivery of the infrastructure
physical works.

The procurement strategy will follow
Government Procurement Rules, MBIE’s
mastering procurement guide and relevant
guidance from DOC, Southland District Council
and Environment Southland.

The procurement strategy will need to consider
the following:
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Preliminary procurement timeline
anticipates early works in the corridor
followed by works in Piopiotahi Milford
Sound

We have developed a high-level preliminary view
of procurement activities over the three horizons
introduced in the Management Case:

1.  Policy and legislative changes to
implement IVAC (FY 2026-2027). This
phase would see market engagement,
procurement planning and some early and
preparatory works happeningin parallel as
policy and legislative work progresses.

2. IVAC introduced an early works undertaken
with a corridor focus (FY 2028-2032). This
phase would see construction begin after
new management and governance
arrangements are formally established. It
would focus primarily on works in the
corridor and Te Anau although there will b

some activity in Piopiotahi Milford Sound
itself, including:

a. enhancements at Eglinton Reveal and
Mirror Lakes

b. Knobs Flat and Kiosk Creek
accommodation upgrades

c. preparatory workin Te Anau

d. preparatory work in Piopiotahi
(including improvements at Deepwater
Basin)

3. Delivery of world class visitor xperience
(FY 2033-2038). This phas would see the
completion of works, with the Te Anau hub
completed first, ollowed by
accommod tion and utility upgrades along
the corridor and major works in Piopiotahi
village, including improvements to the
aer drome.

Obtaining planning approvals

The projects will need to be authorised under
both the national p r s andresource
management planning frameworks. This means
projects needing to be consistent with the
planning ameworks, and obtaining

conces ions from the Minister of Conservation
and resource consents or a designation from
local government. Under the various delivery
models, the Piopiotahi Investment and Delivery
Entity will obtain these authorisations for the
projects, except for where the asset or service is
wholly developed and delivered by a third-party.

Initial assessment by DOC against the national
park planning framework identified that 56
projects are likely consistent, 11 are unclear and
27 are likely inconsistent. An assessment
against the resource management framework by
WSP found that while there are no prohibited
activities and the majority of projects are likely
to moderately likely to be consistent, some

projects were likely to be inconsistent in their
current form and pose consenting difficulty.

The approach recommended in the
Management Case provides for management
and planning arrangements that seek to enable
the projects but with appropriate oversight to
ensure protection of key values. The approach
provides for:

> an enabling planning framework;

— the Entity recommending an updated park
management plan to give effect to the
vision within the more enabling Special
Amenities Area, and

— resource management plans needing to
be reviewed and updated to give effect to
the vision.

> the Entity holding the necessary planning
functions and powers including the ability
to obtain requiring authority status and
seek a designation to authorise works
under the district plan. This includes an
option for the Entity to hold compulsory
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acquisition powers to be considered
further

> regulatory oversight under the current
regimes being retained with the Entity still
needing to obtain concessions from the
Minister of Conservation and resource
management approvals from local
councils. This provides existing regulatory
authorities the ability to ensure projects
are consistent with the vision and plans,
and values are protected.

> the Entity holding key capabilities in
strategy, planning, commercial and
delivery construction.

The findings of the initial assessments show that
arange of projects can likely obtain approvals
and begin works before the new planning
framework is in place but that more inconsistent
projects should wait until the more enabling
revisions are made to the planning framework.
The approvals strategy is likely to involve
obtaining approvals in stages for works in
different areas, beginning with the consistent
projects.

Market capacity and capability

Construction sector

New Zealand’s construction sector faces
increasing challenges, particularly as growth
has slowed since mid-2022 and it has followed a
‘boom and bust’ cycle with a steep drop in
activity following the COVID-19 outbreak and a
mini-boom in the recovery period. Business
confidence remains low due to ising
insolvencies from financial stress while high
material and labour costs supply chain
disruptions and skil s shortages remain for the
sector.?

A 2024 su vey of industry leaders found that
more han two thirds (67%) of construction
lead rs expectinflation to significantly impact
their profitability over the coming 12 months,

nd 49% point to high interest rates as having an
expected impact on their bottom line.* Pipeline
certainty was identified by those leaders as one
of their greatest challenges, with less than half

of businesses having confirmed work beyond 12
months.

The local industry in Southland (and the broader
O ago region) is notimmune to these pressures.
Workforce is likely to be its greatest challenge
with the current shortfall in the vertical
construction workforce for Southland Murihiku
estimated at almost 2,000 workers in 2022. This
number would be higher with the addition of the
horizontal construction workforce.® A key part of
the response to this challenge involves
improving productivity of the industry through
better investment in people and technology.
This requires certainty of revenue and a long-
term business outlook enabled by stronger
pipeline certainty.

Southland District Council’s infrastructure
strategy notes that there has been a significant
focus onincreasing delivery capacity within
Council and the local market to respond to
anticipated increases in Council expenditure

3 MBIE (2023). Building and Construction sector trends. Annual report 2023. Available at https://www.mbie.govt.nz/building-and-
energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-

report/2023/key-new-zealand-economic-and-industry-trends

4 BDO (2024). 2024 construction report. Available at https://www.bdo.nz/en-nz/industries/construction-and-real-estate/2024-

construction-report

s Waihanga Ara Rau Construction and Infrastructure Workforce Development Council (2022). Southland Murihiku: Regional
construction workforce planning and development. Available at https://www.waihangaararau.nz/wp-
content/uploads/2023/04/RSLG-Construction-and-Infrastructure-Reports_SOUTHLAND.pdf
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over the next 30 years. It notes that this has
included:®

> changes to procurement policy with a view to
increase efficiency and build capacity within
the local market through work continuity
confidence, larger packages for delivery and a
variety of fit-for-purpose procurement
procedures

> standardisation of contract documentation,
payment terms, infrastructure design
standards and asset handover
documentation

> project workflow and gateway development

> programme management software system
established

> establishment of an internal project
management office with dedicated delivery
staff

> amore robust reporting framework.

It will be important for the delivery entity to work
closely with the sector to provide sufficient
notice and certainty of works early to inform
business plans around capital, workforce and
materials.

Conservation and environmental
activities

The proposed method of engaging suppliers for
conservation and envi onmental activities in the
national park and marine environment is set out
in the Management Case. The majority of the
work is expected to be delivered through a
grants-based programme and will comprise:

> B d versity plantings and eco-system
restoration works

> Revegetation native tree planting, wetland
planting

> Protection areas and restoration of
waterways

> Pest trapping and poisoning

> Flood protection

> Plant pest removal

> Ecological assessments and monitoring
programmes

> Research activities

These works are expected to be delivered by a
range of parties, including commercial
operators, recreational and community groups
and mana whenua.

There is currently no centralised datao th
nature of environmental conservation work
undertaken in New Zealand whic m kes it
challenging to comment on the likely capacity of
the market to deliver the addi ional activities
expected to be funded by the IVAC. Job
opportunities can  nge from basic outdoor
occupations (rest ra ion of tracks, for example)
to highly skill d opportunities in, for example,
forestry and support to wider environmental
manag m nt.” Employment opportunities

pres nta mix of full-time, part-time and
seasonal work, including some innovative
approaches such as supporting businesses,
particularly in forestry in the short term and in
tourism in the longer term, where people could
switch between tourism and conservation
activities according to demand. The programme
is expected to deliver a greater number of higher
skilled employment opportunities for
communities in Southland and Otago.

6 Southland District Council (2021). Infrastructure Strategy 2021-2031. Available at
https://www.makeitstick.nz/assets/ltp/is/Infrastructure-Strategy.pdf

7 Jobs for Nature (2023). Jobs for Nature Programme. Interim Evaluation 2023: Lessons from the first two years. Available at
https://environment.govt.nz/assets/publications/Jobs-for-Nature-programme-interim-evaluation-2023.pdf
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Tourism sector

The tourism and hospitality sector is the ‘show-
case’ for Southland Murihiku, key to attracting
both visitors and new residents to the region, it
is a small but significant contributor to the
region’s employment and GDP

Tourism is a small but significant contributor to
the Southland Murihiku region. However, the
sector has faced critical labour and specialise
skill shortages, resulting in targeted poaching of
staff across the region and rising wage
pressures.® Skills shortages have also led to
businesses needing staff to adapt and become
multiskilled, which adds training / education
costs for businesses. For staff, it is not viewed
as an attractive career option but rather a
transition or part-time job due to the highly
seasonal nature of the sector, unfavourable pay
and work hours and challenging working

conditions that involve working outdoors in
temperamental weather and with large numbers
of people.

These factors are compounded by the increased
cost of living that is reducing discretionary
income for many families, with less expenditure
in the sector. This is resulting in a lack of
willingness to invest in staff training and also
contributing to business closures.’The
Southland Murihiku Regional Skills Leader h p
Group reports that businessesin oth r
industries are reporting a similar t end, which
has the potential to significantly impact the
social infrastructure of smaller ural centres.

Against this backdrop it
opportunities est bli hed through the

important that new

investment in the preferred option are socialised
with the secto early and sufficient lead time is
provide forinvestment in staff and materials to
leve ag those opportunities.

Southland Murihiku Regional Skills Leadership Group (2022). Regional Workforce Plan. Available at

https://www.mbie.govt.nz/assets/southland-murihiku-regional-workforce-plan.pdf

Southland Murihiku Regional Skills Leadership Group (2023). Local insights report. Available at

https://www.mbie.govt.nz/assets/southland-murihiku-local-insights-report-november-2023.pdf
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6.1 Introduction and Purpose

The future envisaged by the preferred option is about more than a
collection of physical works — it requires a step-change in how tourism
pressures are managed in a national park and marine environment,
with greater direct management and oversight of the pressures and
experiences at place, how these can be used to give back to place,
and how such arrangements are provided for and how risks and

Impacts are mitigated.

Context

Current arrangements for management and
governance of Piopiotahi Milford Sound are
complex. The area sits at a nexus of regulatory
regimes, including:

> Conservation management, with the
Fiordland National Park Management Plan
(FNPMP) (under the National Parks Act 1980
[NPA] and higher order planning frameworks)
governing the use of the landandwa e s n
the National Park —including the allocation
and management of concessio s under the
Conservation Act 1987. There i also a marine
reserve in part of Piopiotah

> Land transport, wi h the mainland-based
access via State Highway 94, funded through
the Nationa Land Transport Fund and
operated by the Milford Road Alliance.

> Resou ce management, with regional policy
nd regional and district plans in operation,
notably including the Southland Coastal Plan
which governs surface activities in the Sound
itself (including access by cruise ships, and
the activities of sightseeing boats operating
out of Freshwater Basin).

The core Milford Sound experience - the
journey through the National Park, on the
highway, with a scenic cruise through
Piopiotahi-is governed by three separate

regimes.

Several other parties and regulatory regimes are
also present, including

> The Ministry of Transport, which owns the

Milford So nd Aerodrome, operation of which
is undertaken by Invercargill Airport under
co tra t.

Em rgency management arrangements,
comprising Emergency Management
Southland and the Fiordland Hazards
Working Group, and a mix of responsibilities
across the Department of Conservation
(DOC) as land manager, operators, and the
Milford Road Alliance through the rockfall and
avalanche programme.

Fiordland Marine Guardians, which operate
under their own Act to facilitate and promote
the integrated management of the Te Moana
o Atawhenua | Fiordland Marine Area.

Milford Sound Community Trust, established
in 2007 by the Southland District Council
(SDC) and DOC with the assistance of
Environment Southland (ES) for the purposes
of providing leadership and governance for
the Milford community.

A complex mix of ownership arrangements
across core infrastructure, including private
owners and operators of water, waste,
electricity, and telecommunications
infrastructure, as well as the wharves and
carparks, and other tourist and commercial
structures.
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Case for change

There is a strong view across stakeholders that
current management and governance
arrangements are not fit for purpose in an area
under as much pressure as Piopiotahi Milford
Sound. Nearly all stakeholders engaged with
have indicated a desire for change in the area
with governance a top priority.

Governance is the thing we want
resolved. A three-year plan of what
we can expect. It’s so hard to get
anything done—for anyone—for DOC
too. The National Park Management
Plan expired but everything’s based
on it. There are so many different
government agencies—water
management, marine management. It’s
so hard to get anything done.”

—Piopiotahi communit member

THERE IS NO SHARED VISION

The regulatory frameworks identified above
focus on specific regimes and needs, meaning
that there is not currently a shared vision, noris
there a processtos pportthe development of a
shared or common vision to better align the
various regulatory roles and responsibilities for
the pla e across regulatory agencies, and
agreeing regulatory objectives or activity
between the different agencies.

The existing governance arrangements, and in
particular the National Park Management Plan
do not provide sufficient guidance on how to
make trade-offs between commercial, tourism,
and conservation outcomes.

This creates risks of inconsistent approaches to
managing the place.

INSUFFICIENT ABILITY FOR NGAI TAHU
TO PARTICIPATE

Current arrangements provide for insufficient
involvement of Ngai Tahu and reflection of Ngai
Tahu values and heritage within the place. While
the various plans recognise Ngai Tahu interests,

Ngai Tahu have indicated that their involvement
is often focused on individual decisions, rather
than strategic direction and intent.

CURRENT MANAGEMENT TOOLS ARE NOT
RESPONSIVE

The National Park Management Plan, as the
main strategic document for the area, is out o
date. While it identifies many similar chall nges
as the Masterplan, in many areas itrem ins
largely unimplemented. The statutory pr cess
for amending the plan is cumbers me and
lengthy, constraining the abili of current
decision makers to respon to changing
circumstances and n ed

Operators have c ted a high degree of inflexibility
in managing the place, often tied to highly
specific provisions in the National Park
Management Plan with no clear pathway to
amend, update, or clarify that plan to respond to
emerging pressures.

DOC also has limited capability and capacity to
address some of the inherently commercial
judgments that are required in the area.

I don’t really think the place gets that
well looked after by DOC... The
chicken wire has lifted off the bridge
... lookout not maintained, walkway
from the carpark flooded”

—Milford community member

DISPERSED RESPONSIBILITIES HAS
CREATED A LACK OF TRANSPARENCY
AND LACK OF CERTAINTY

As responsibilities are dispersed between
regulatory and private entities, there is not
currently a central coordinating entity charged
with overseeing the overall performance of the
area.

Operators need to navigate a range of regulatory
regimes to seek both concessions and
consents, and often require multiple
permissions to undertake a single activity.
Decisions are made separately under each
regime, and under inconsistent timelines.
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I’ve seen areal hotchpotch in terms
of managing all the assets
—sewerage, water supply, power,
toilets at Knobs flat. It’s really lacked
an overarching well-coordinated
team.”

—Te Anau local

This has led to a lack of transparency in how
different decisions are made (for example, how
funding collected through privately collected
passenger levies is used) or who is responsible
for making various decisions (for example, who
is responsible for maintaining different assets).

The current concessions regime in particular
creates unproductive competition, with limited
incentives for collaboration, investment, and
innovation. The relatively limited supply and
first-in-first-served nature of concessions (and
some consents) makes it difficult to welcome
new entrants to enter the market and prom
greater competition and innovation.

Stakeholders have cited a general lack f
presence from DOC and uncertain y about the
role of Milford Sound Tourism im ted (MSTL).

Milford has lacked a managing
authority—that’s the ingredient that’s
been missing... those companies are
not on this earth to manage assets,
they’re here to run tourism
activities.”

—Te Anau local

Operators have expressed frustration with the
time taken to seek appropriate permissions for
what are perceived as minor changes, let alone
more significant changes, and overall lack of
flexibility in the management regimes.

Where permissions are in place, we have heard
from DOC that there are limited mechanisms for
oversight and reporting, with monitoring of
concession terms and conditions or reporting on
decisions being made.

A CHANGE IS NEEDED

Overall, the current arrangements are not well
suited to address the pressing challenges faci g
Piopiotahi Milford Sound. The current
frameworks do not provide sufficient tools and
do not enable responsive managementt adapt
to changing circumstances. A new sy temis
needed which can:

> Support more coheren e across multiple
regulatory system r duce costs of

compliance and p ovide more certainty to

better incentivise investment that meets the

needs of th natural environment

> Enha ce coordination between
man gement entities and operators to
tackle the most pressing challenges,
including growing congestion

> Provide greater clarity and certainty on the
outcomes we are seeking from
infrastructure investment, and more effective
prioritisation of that investment, and

> Enable a shared vision and outcomes to
drive collective contribution to
conservation work and individual actions to
mitigate effects.
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Treaty
partnership
implications and
interests

Implications for
governance and
management
arrangemen s

The interests of Ngai Tahu in the management and protection of te ao taroa are
well-established and are articulated in law across a variety of frameworks
including Treaty settlement, conservation, resource management and the marine
and costal area. These frameworks provide commitments and requirements for the
Crown.

The settlement framework comprises the Ngai Tahu Claims Settlement Act,
Settlement Deed and fisheries settlements. This includes obligations that relate to
Piopiotahi Milford Sound directly, conservation decision making, and recognition of
Ngai Tahu rangatiratanga in the Takiwa.

Section 4 of the Conservation Act guides decisions made by the Department of
Conservation and by Cabinet, requiring administration of the Act to give ef ect to
the principles of the Treaty.

The Supreme Court decision in Ngai Tai ki Tamaki Tribal Trust v Ministe of
Conservation [2018] NZSC 122 (Ngai Tai) sets out that Section 4 o the
Conservation Act requires more than procedural steps. Substa tive outcomes for
iwi may be necessary including, in some instances, requiringt at concession
applications by others be declined. While section 4 doe no create a power of
veto by any iwi or hapl over the granting of concessions in an area where they have
mana whenua status, it may be necessary to declin  ther concession
applications to satisfy section 4. The Court identified that iwi economic
aspirations are relevant considerations.

Iwi or hapii reconnection to their ances al lands by taking up opportunities on
the conservation estate (whether through concessions or otherwise) is one way
that the Crown can give practi al ffectto Treaty principles.

Beyond the conservation regim a variety of regimes specify obligations on
government that may relate o Ngai Tahu as mana whenua. This includes the
Resource Management A t (Treaty principles to be taken into account) and Marine
and Coastal Area (T kut i Moana)Act (enables mana whenua to establish
customary rights).

The referred approach should consider options that enable a more strategic
approach to the governance and management of Piopiotahi Milford Sound
including Ngai Tahu participation in that strategy setting that recognise Ngai
Tahu tino rangatiratanga and its expression through kaitiakitanga.

The Board also sees the benefit of a new approach to concession arrangements
as enabling a greater opportunity to realise economic, social and cultural
aspirations for Ngai Tahu and their whanui.

The ability for the investment to better reflect the aspirations of Ngai Tahu
including recognition of their ancestor Tt Te Rakiwhanoa and his work to shape Te
Rua o te Moko | Fiordland National Park with Hine Titama. In this sense, the cultural
narrative will be important in shaping considerations of what is appropriate and
inappropriate development and management.

The ability for tituru wahi ingoa (traditional place names) and nga ara tawhito
(traditional routes) to be promoted to the point of becoming the default names
used within Te Rua o te Moko | Fiordland National Park by visitors, operators and
Crown agencies involved.

The degree to which cultural identity of Ngai Tahu is expressed in the built
environment (including with sufficient funding) and non-built environment, the
standard to which this is upheld, and to whom this accountability sits to ensure the
standard is maintained.
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KEY FEATURES OF NEW APPROACH

> Creating an enhanced Piopiotahi Amenities
Area (Special Amenities Area), to better
manage the pressures of high volume.

> Providing for a shared vision to guide the
activities of interested parties on both the
land and the water.

> A more responsive planning approach
through a new Piopiotahi Amenities Area
and Investment Plan that replaces relevant
sections of the NPMP for the new Piopiotahi
Special Amenities Area and identifies the
packages of works to be delivered and over
what timeframe.

> DOC regulatory activities required to give
effect to new plan, with that plan identifying

the appropriate concessioned activity,
proposed allocation process and condition
set.

> ES and SDC planning functions also required
to give effect to the shared vision, including
through the Coastal Plan, District Plan, and
regional policies and plans including the
regional land transport plans.

> Primary responsibility for governance and
management of that area shifts to new
Piopiotahi Investment and Delivery Entity
with purpose and functions def ned in
legislation.

> Institutional arrangements and
accountabilities to supp rt private
financing.

Enabling better governance and
planning for national parks under
pressure

Creating a new approach for the
area

The National Park Management Plan is
developed by the Southland Conservation
Board, DOC, and Treaty Par ner. It is approved
by the Conservation uthority (taking into
consideration feedb ck from Ministers). Ngai
Tahu have statutory representation on the
Conservation Board and the Conservation
Authority

The cur ent process has a significant
consultation and engagement component,
which provides checks and balances to ensure
management plans are informed by and reflect
local community and stakeholder views, as well
as ensuring plans protect conservation values
more broadly.

However, it has historically taken multiple years
to review and amend plans, with many
Conservation Strategies and National Park
Management Plans out of date. While this
approach may be suited to conservation
protections which need to be considered over
the longer term, it is not serving specific areas

under pre sure well, as itis difficult to review
and mend to adapt to emerging issues.

We propose a new approach to support more
targeted and responsive governance and
management of the areas under specific
pressure, building on an existing tool in section
15 of the NPA —the ‘amenities area’.

Currently, amenities areas are used to enable
development and operation of recreational and
public amenities and related services at a scale
and intensity which is not generally appropriate
elsewhere in the park, while also providing a
mechanism to constrain that developmentto a
defined area within the statutory planning
process.

Within the defined area, the principles
applicable to national parks, notwithstanding
section 4 of the NPA, apply only so far as they
are compatible with the development and
operation of amenities and services.

In practice, this means that consideration of
national park values, such as preservation of
natural heritage and biodiversity, while still
important, becomes secondary to providing
recreational and public facilities within the
prescribed area.

Piopiotahi Milford Sound is located within a
UNESCO World Heritage Site. Aotearoa New
Zealand has obligations under the World
Heritage Convention to protect and conserve
World Heritage. This means changes both within
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sufficiently promoted integrated stewardship and
management. The Board considers that a specific
strengthened requirement is preferred to drive a
change in behaviours and ensure that agencies have
‘skin in the game’ in the development of the shared
vision. This would involve a statutory requirement for
the shared vision to be ‘given effect’ to rather than the
less stringent ‘have reqard’.

WHAT IS MEANT BY ‘GIVE EFFECT’ OR
‘HAVE REGARD?’

> “Give effect to” is a requirement to actively
implement higher level policy and planning
documents.

> “Have regard to” is a weaker requirement,
which means usually means the decision
maker must give genuine attention and
thought to but not necessarily implement the
provision or policy.

Examples might include:

> ES would need to work with the new Piopiotahi
Investment and Delivery Entity to consider:

— what the shared vision means for the Coastal
Plan, and in particular for how it regulates
surface water activities within the defined a ea,
including number and frequency of sights eing
vessels or cruise ships, and

— whether there are any implications n other
regional plans such as the regional water plan.

> SDC would need to consider implications for the
District Plan, and whethe a District Plan Change
process is required o create a Piopiotahi Special
Amenities Area overl y, or whether activities can be
sufficiently ac ieved either directly by a Crown
entity,? or hrough requiring authority status for the
Piopiotah Investment and Delivery Entity.

> Where the shared vision has implications for these
plans, the relevant Council would be required to
make changes to the plan through their usual
processes.

> The Piopiotahi Investment and Delivery Entity would

be required to give effect to the shared vision
through its development of the Piopiotahi Special

Amenities Area and Investment Plan. It would also
have a function of working with agencies to advise
on what ‘give effect’ would mean for different plans
and policies.

> DOC would need to give effect to the vision and
spatial plan through its concession allocation and
management approaches.

The Board is aware that applying a requirement to ‘give
effect’ under the RMA is a very high threshold to pass.
To work, the shared vision would need to prevail v ra
range of higher order planning documents, and would
require legislative change.® The Board ¢ n iders that
this approach is necessary to achieve the evel of
integrated stewardship and managem ntthatis
necessary to effect change wi hin Piopiotahi Milford
Sound.

Ministers will need to ca efully consider the
implications of this pp oach for the coherence of the
local resource management planning framework and
the ability of
their statut ry obligations.

cal regulatory authorities delivering on

The Boa d considers that the relatively constrained
geographic scale of the area proposed to be covered,
the requirement for all relevant agencies to be involved
in developing the shared vision, and the ability to draw
on precedent in other areas are mitigating factors.

The Board is also aware that the Government is
embarking on a wider reform of the RMA, which may
affect the hierarchy of planning documents and how
these relate, including the role of a legislative
framework for spatial planning to enable longer term,
integrated planning.*

If this proposed approach is not preferred due to the
pending changes or the scale of impact, consideration
should be given to the alternative approaches
identified to ensure more joined up decision making at
place is achieved.

A new approach to developing a
‘Piopiotahi Special Amenities Area and
Investment Plan’

Changes will be required to the National Park
Management Plan to enable Option 4. An initial
assessment has shown that 27 of the proposed

Under the District Plan, Council acknowledges that activities and works of the Crown can be undertaken within the boundaries of any area of land held or managed

under the Conservation Act 1987, as long as it is consistent with the relevant Conservation Management Strategy or National Park Management Plan and will not

give rise to significant adverse effects beyond the boundary of the area of land.

This is discussed further in the ‘Implementation’ section and in Appendix 6.5

https://environment.govt.nz/assets/publications/Work-Programme-for-Reforming-the-Resource-Management-System. pdf
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features are unlikely to be consistent with the current
plan, and 11 are unclear.

Under this new approach, a new Piopiotahi Special
Amenities Area and Investment Plan would be
developed by the Piopiotahi Investment and Delivery
Entity. This plan would replace the relevant sections of
the National Park Management Plan and be focused on
the activities that can be undertaken within the
Corridor and the Village.

The Piopiotahi Special Amenities Area and Investment
Plan would:

> identify the priorities planned for Piopiotahi to give
effect to the vision

> spatially plan the area, identifying the commercial
activities and visitor experiences that occur within
each part, and the environmental and conservation
outcomes that should be sought or protected

> recommend a process for allocating concession
opportunities, including methods of tender or
conditions that should be applied

> identify access controls or limits that should be in
place

> include an investment and implementation plan
which sets out a programme of works over the
course of the plan’s life (see Commercial Case)

> allocate funding for conservation and environm ntal
activities in collaboration with DOC, and o her
interested parties and recipients

> recommend scope, quantum, and purpose of any
access charge, and

> address any other matters ne ded to guide
management of the park.

As part of implement t on planning, further detail on
the process for p eparing and approving the new vision
and Piopiotahi Special Amenities Area and Investment
Plan will ne dto be worked through, including

confirm ng processes for public involvement and
consult tion, and approval.

This approach changes accountabilities
and decision-making processes.

Given the focus on balancing tourism and conservation
outcomes, we have recommended that the Ministers
for Conservation and Tourism be the decision-making
ministers for establishing this new approach, and
approving the vision and plans within it. Given the
impact on plans developed under the RMA, this may

include a requirement to consult with the Minister for
the Environment.

The current purpose and functions of the Conservation
Authority and Conservation Board are unlikely to sit
comfortably with the wider mandate and trade-offs
envisaged. Through the implementation stage, further
policy work should consider how this new approach
should sit within the wider national park planning
framework and decision-making process, and
potential wider reforms that may be considered.

The Piopiotahi Special Amenities
Area would remain partof
Fiordland National Park  but
under a bespoke management
regime

The Piopiotahi Speci | Amenities Area has potential
to be more enabling of use and development than
the status q o, ue to both the section 4 principles
of the NPA onl applying insofar they are compatible
with the development and operation of amenities
and ervices, and the Plan being approved by
Ministers rather the Conservation Authority. The
approach will need careful policy design and
management to ensure use and development is
balanced with the protection of conservation and
environmental values. The following provisions will
help address this:

> a statutory definition of principles for the Area
that confirms National Park principles still apply,
as modified by the Special Amenities Area
exception.

> arequirement that Conservation and National
Park values remain a key consideration in Plan
development.

> tightly defined spatial boundary of the Piopiotahi
Special Amenities Area to areas of existing use
and modification with limitations on any
expansion.

> the Entity developing and recommending the
Plan having its purpose and capabilities focused
on conservation as well as visitor experience.

> the Entity will require concessions from the
Minister of Conservation and consents from local
government, providing scrutiny and oversight and
protection of values.

> consultation and engagement requirements in
Plan development, including the Conservation
Authority, Board and DOC remaining as key
advisors to the Ministers on Plan changes, along
with Ngai Tahu and key stakeholders.
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A dedicated entity to provide more direct
and joined up management

Core to the new arrangements is the proposed
establishment of a dedicated entity to govern
and manage the area, and deliver the
programme of works, supported by defined roles
and functions set in legislation.

What role will the new Piopiotahi
Investment and Delivery Entity play?

The proposed Piopiotahi Investment and
Delivery Entity’s purpose is to:

> manage and protect Piopiotahi Milford Sound
for now and the future, and

> lead and integrate a programme of activities
to give effect to the Milford Opportunities
Programme.

In doing this, the Piopiotahi Investment and
Delivery Entity must work to:

> ensure a world class visitor experience, wi h
an appropriate mix of tourism activities and
amenities

> protect, restore and enhance conservation
values and the natural environm nt

> support greater iwi parti ipation and
presence, and

> support compet tion and certainty for tourism
operators.

To do this, it will perform the
following functions

> Periodically review the vision for Piopiotahi
Milford Sound. The vision should set out the
shared outcomes and objectives sought for
the area. It should be developed jointly with
relevant partners including Ngai Tahu, the
DOC, ES, and SDC and seek input from the
community and local stakeholders such as
the Fiordland Marine Guardians and
Southland Conservation Board.

Develop a ten-year Piopiotahi Amenities
Area and Investment plan, and review this
plan every three years, which should:

— identify the priorities planned for
Piopiotahi Milford Sound to give effect to
the vision

— spatially plan the area, identifying the
commercial activities and visitor
experiences that occur within each pa t,
and the environmental and conservation
outcomes that should be s u htor
protected

— recommend a process for allocating
concession opportunities, including
conditions th t should be applied

— identify cce s controls or limits that
should be in place

—in lude an investment and
implementation plan which sets out a
programme of works over the course of
the plan’s life

— recommend scope, quantum, and
purpose of any access charge, and

— identify priorities for environmental
investment.

Consult and engage with affected
stakeholders and the public in the
development of this plan.

Consult and engage with and provide
advice to the range of agencies with
responsibilities relating to Piopiotahi Milford
Sound, to achieve an integrated, holistic, and
co-ordinated approach to the
implementation of the vision and the plan.®

Collect the access charge on behalf of the
identified Special Purpose Vehicle (SPV), and
communicate on how it is used.

Implement access controls including
through parking bylaws.
Monitor operator performance and visitor

trends.

Monitor and address biodiversity,
ecological impact, and tranquillity
including ecological assessments of specific

®This includes providing non-binding recommendations to Ministers of Conservation, Tourism and Transport, Department of Conservation, Waka
Kotahi, MBIE, Southland District Council and Environment Southland. The Entity may advise on the exercise of responsibilities, functions and
powers under relevant legislation including the National Parks Act 1980, Conservation Act 1987, Resource Management Act 1991, Local
Government Act 2002, Government Roading Powers Act 1989, and Land Transport Management Act 2003.
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Membership of a new board would
need careful consideration,
particularly the process of appointing
members... need to attract the right
calibre of people”

— System stakeholder

Recognising the range of interests and primary
objective to support a shared vision, the Board
composition should be competency based, with
a strong emphasis on commercial capability to
drive the investment programme, along with
clear competencies recognising the wider range
of issues and trade-offs that the Board will be
responsible for.”

The proposed competency mix should include a
core understanding of:

> commercial, including partnership and deal-
making and ability to hold management
accountable for delivery

> delivery expertise, including risk
management and assurance

> conservation and environment, i sues,
priorities, and needs, and how to balance
trade offs

> tourism and recreation issues and
implications (a foc s on systems and issues,
distinct from u re tconcessionaires)

> resource m nagement and planning,
includ ng consenting and planning processes

> cu ural and Ngai Tahu context and
connection to the area, and

> central and local government
understanding of central and local
government contexts, roles, and processes,
including ability to work with Ministers,
elected officials, and agencies.

To balance potential conflicts, Board members
should not be representatives (i.e. drawn from
the local community or local operators).
However, the Board will need clear processes

for engaging and consulting with the core
affected parties, including operators,
community, and local entities such as the
Fiordland Marine Guardians or Southland
Conservation Board.

Recognising the range of interested agencies,
and the core role in developing a shared vision,
the Board could also co-opt membership from
key agencies to ensure joined up advice and
support informed trade-offs.

THE STATUS OF THIS BOARD UNDER THE
CABINET FEES FRAMEWORK

The Cabinet Fees Framework provides
guidance on the appropriate f es for Crown
bodies. The Framewo k p ovides for the
classification of bod es nto one of a set of
defined groups Th Piopiotahi Investment and
Delivery Entity Board would fit within Group 3a:
General Governance Groups (being boards that
are primarily responsible for the governance of a
Crown body or organisation typically

tablished by or under an Act that sets out its
statutory purpose or objectives and principal
functions.).

For this group, fees are determined using a
points system, by assessing both the size of the
entity (using budget as a proxy), and complexity
of therole.

Itis anticipated that the Board will be
responsible for an annual budget in the order of
$10m-$50m (6 points).

For complexity, given the Board’s multiple
functions, we have assessed against its primary
functions being:

> Devolved Purchaser of goods ($100m-$1b) (3
points)

> Funding Disbursement ($100m-$1b) (3
points)

> Advisory to the Crown, local or single sector
impact (1 point)

7 The provisions relating to membership of Conservation Boards as required by the Ngai Tahu Settlement Act should also apply to membership of the
Piopiotahi Investment and Delivery Entity. This would require at least two members of the new Board to be appointed on recommendation of Te

Rdnanga o Ngai Tahu

8CO (22) 2 - Revised Fees Framework for members appointed to bodies in which the Crown has an interest, CO (22) 2 - Revised Fees Framework for
members appointed to bodies in which the Crown has an interest | Department of the Prime Minister and Cabinet (DPMC)
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The Piopiotahi Investment and Delivery Entity
would also have access to dedicated
operational budgets to support its activities,
including funding to support:

> community and mana whenua engagement
> access charge collection systems

> experttechnical, engineering and seismic
advice, and

> specialised legal and procurement services.

We considered whether the Piopiotahi
Investment and Delivery Entity would require

dedicated legal personnel. Due to the complex
and specialist nature of many of the legal
issues, and in particular the complex consenting
processes anticipated, we have provided for
dedicated funding to support external and
specialised legal advice on matters as required.
We expect that this funding will be able to be
accessed by the Commercial Manager.

In addition, a significant contingency has bee
provided for to support consenting activ ties, as
set out in the Financial Case.

MILFORD OPPORTUNITIES PROJECT BUSINESS CASE—06. MANAGEMENT CASE 387


















both specific investments to achieve the
Option 4 and the proposed process and
quantum for allocating funding through
the Piopiotahi Protection and
Restoration Fund.

— DOC and Ministry of Business, Innovation,
and Employment would provide advice to
the Ministers on the appropriateness of
the proposed IVAC, and recommend
whether to support it.

— the Responsible Ministers, through
Cabinet, willrecommend the IVAC Levy to
the Governor General, who will implement
a levy through a Levy Order through
Order in Council, which would

e Authorise collection of levy (including
who pays)

e Define eligible infrastructure and costs

e Define funding mechanism for 'giving
back' including any restrictions on use
(e.g. eligible costs, geographic
boundaries)

e Confirm SPV role and powers

> collecting the access charge and raising
finance

— an SPV will be established with powers to
implement a levy, raise ina ce, and
disburse funding. An SPV can be a
company, limited part ership, Crown
entity, or other erson provided its
governing documents (e.g., constitution,
partner hip agreement) state thatitis
established and operates for the sole
pu pose of acting as a responsible SPV
u derthe Act. An SPV is entitled to receive

evenue from the levy and may apply that
revenue to eligible costs in relation to
eligible infrastructure

— the Piopiotahi Investment and Delivery
Entity will collect and enforce the levy
from international visitors, on behalf of the
SPV, and provide the proceeds of
collection back to the SPV.

— the SPV will work through an intermediary
(likely CIP) to facilitate a financing
agreement with lenders, including
negotiating a security arrangement
(discussed in the Financial Case). Given

the niche expertise that is required, it
would be appropriate to align with existing
processes and capabilities held through
CIP, rather than to attempt to recreate for
these purposes. This would be subjectto a
lending agreement between investors and
the SPV, which would have certain
financial covenants.

> Disbursing funding

— the SPV will provide funding to the
Piopiotahi Investment and Deliv ry
Entity, which will support it to undertake
its functions in line with the agreed
Investment Plan, including construction,
operating, maintaining infrastructure,
delivery of key identified functions, and
allocation of fu ding through the
Piopiot hi Protection and Restoration
Fund.

> Monitoring and reporting

— DOC and MBIE will monitor the activities
of the Piopiotahi Investment and
Delivery Entity and the financial
reporting of the SPV to ensure public
accountability and that the levy is being
collecting and disbursed in line with its
enabling legislation. This would include
powers to inquire and intervene in an
SPV’s operators, provide direction,
appoint a crown manager where there are
significant problems, and conduct
enforcement against the SPV.

Itis likely that, under the proposed model, the
Piopiotahi Investment and Delivery Entity
could also perform the functions anticipated
for the SPV. This will need to be further
explored and confirmed through the
implementation and detailed policy phase,
including implications for the role of the
facilitator, and provision of sufficient

safeguards to attract private financing.

Further work during the implementation phase
will be required to finalise this approach and to
consider the appropriate mix of contractual and
legislative requirements to enable the
arrangements.
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6.4 Implementation Pathway

Legislative change will be required

Successful implementation of the preferred
option will require a step change in how high-
pressure tourism is managed within a national
park, which both strengthens existing tools and
provides for new tools, powers, and ways of
doing things to take a more active and
responsive approach to managing the area.

These proposed changes would enable delivery
of a world class experience in Piopiotahi Milford
Sound but also present a potential approach to

resolve other similar challenges in the
conservation system.

The key changes are set out below. More
specific assessment of the underlying policy

decisions, rationale, and legislative implications

are set out in Appendix 6.4.
The key features of these changes will include:

> creating a new, more responsive, regulatory
framework for the area, within the curr nt
NPA. This would include:

— creating a new type of enhanced ‘Special
Amenities Area’ area within the National
Park

— carving thatd fin d Special Amenities
Area outof t e current National Park
Managem nt Plan and Conservation
Management Strategy framework

— creating a process for setting a shared
ision for the Special Amenities Area and
the Piopiotahi inland waters, including
core values and objectives, to be defined
in statute

— a new statutory plan process to update
and replace the relevant sections of the

National Park Management Plan, and that

can be updated in a more responsive
manner

— clearer ability to make trade-offs between

conservation, environment, tourism, and
community outcomes

— clarifying how the principle of freedom of
access to National Parks applies to the

new area to ensure clarity and coherence
of the regime with application of the levy
for international visitors tied to the Special
Amenities Area.

> creating the legislative authority and

decision-making process to implement and
enforce a levy on international visi ors with
clear definitions on the ability o ypothecate
this revenue to

— implement the propos d set of
investments, and

— invest back nt wider conservation and
environment initiatives within a defined
area.

enabl g private financing through the

c ea on of an SPV with the power to collect
the levy and use the revenue as security to
raise finance, including provision of
appropriate safeguards to investors

clarifying the approach to concessions
management within the area, including
enabling more proactive concession
allocation methods, clarifying the purpose for
which terms and conditions may be applied,
including to support broader policy
outcomes, higher levels of performance
expectation, and enhanced monitoring and
reporting requirements.

mechanisms to better manage and control
access, which could include setting and
enforcing limits or schedules of
concessionaires and the use of bylaws (via
the Land Transport Management Act 2003
and NPA) to limit carparking and apply
charges or penalties for non-compliance,
with enforcement powers cross-warranted
for territorial authorities for the state highway

expectations on involvement of mana
whenua in ongoing management and
governance or commercial opportunities
consistent with Section 4 of the Conservation
Act and the Supreme Court decision in Ngai
Tai ki Tamaki Tribal Trust v Minister of
Conservation [2018] NZSC 122.
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> enable an integrated approach to governance
and management, including:

— asharedvision in legislation that
relevant agencies must give effect to
and a statutory process by which their
perspectives inform the development of
that vision and associated investment
strategy.

— adedicated entity to set and amend the
new Piopiotahi Special Amenities Area
and Investment Plan and manage the
area, with a clear purpose and defined
powers and functions to deliver on the
intent of the proposed approach,
including levy collection, access
controls, enforcement powers,
coordination, investment, delivery and
physical works.

— clarifying roles of Ministers and
agencies across the new system in
approving plans and policies.

While the changes identified relate to the
requirements for Piopiotahi Milford Sound, the
challenges and opportunities are not unique

There is potential for Ministers and agenci  to
consider the wider applicability of thes

changes to other areas under pressure, and how
the proposed strengthened amenities area
approach may provide a framework for
supporting these areas. For example, the
legislative changes could be included under a
new Part of the NPA, which sets out the criteria
and process for identifying and creating a new
amenities area, and the range of new powers
and tools that are enabled through its
application (such as a levy, new planning
process, new enforcement powers).

If this approach is to be adopted more widely,
the process for identifying and agreeing to these
new Special Amenities Areas, nd criteria for
doing so, would need to be ca efully defined,
and provide a high thr sh ld, so as not to
provide an unintended mechanism to avoid

conservation and environmental protections.

It will be important, however, to not lose
momentum for Piopiotahi Milford Sound while
con ide ing the wider applicability, and
Piopiotahi Milford Sound can serve as a priority
est case to demonstrate the potential for new
approaches.

We anticipate implementation over
12 years, splitinto three horizons

The programme o implement Option 4 is
significan .

As et outinthe Commercial Case, a phased
approach is proposed to ensure the stages are
manageable, complexity and risks can be
managed, reduced disruption, and increased
financial control.

It is proposed that the future Piopiotahi
Investment and Delivery Entity be responsible
for delivering the Piopiotahi Special Amenities
Area and Investment Plan which will set out the
overall asset management strategy and planned
investment including timings.™

1

allowance for implementation to take an additional two years.

To guide this, we have developed a high-level
implementation plan (Figure 5) setting out the
focus of activities across three main stages.

The implementation approach generally seeks
to begin physical works in the corridor and

Te Anau prior to works in Piopiotahi Milford
Sound village.

This is intended to minimise disruption to the
area, progress development of corridor
accommodation (for visitors and workers)
before its removal in the village and enable time
to resolve any changes to the more complex
concession landscape in the village.

Indicative planning assessments highlight a
range of works that can be undertaken in the
corridor under the current framework,
recognising that more inconsistent projects
should wait until the more enabling revisions are

Recognising uncertainty over exactimplementation timeframes, and the potential for unforeseen delays, the financial model has provided
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> undertaking physical works to create a
culturally significant park entrance,
comprising of pouwhenua proposed by Ngai
Tahu

> scoping preparatory works in the corridor

> developing a shared vision to be included in
legislation, to be supported by a transition
board and agencies, and

> commencing work on drafting a new
Piopiotahi Special Amenities Area and
Investment Plan to replace the relevant
provisions of the National Park Management
Plan.

Phase 2: New regime in place and
corridor upgrades progressed (FY28-
32)

Phase 2 will commence with the establishment
for the new management Piopiotahi Investment
and Delivery Entity, and the new levy coming into
force. Priorities for this phase will include:

> confirming the new vision, and finalising the
amenities area and investment plan, which
will enable the new activities and physical
works

> establishing key outcomes and m nitoring
framework

> implementing parking re tr ctions

> undertaking physical works in the Corridor to
implement new cti ities and new
infrastructure, ith aninitial focus onthe

developmen of Knobs Flat

> comm ncing preparatory works in Piopiotahi
Mil ord Sound village

> de elopment of Te Anau hub

> commercial discussions to support
concession changes, and implementation of
new concession terms and conditions
including to reflect the Ngai Tahu narrative

> proactive allocation of new concessions, and

> implementing the Piopiotahi Protection and
Restoration Fund, including confirming
priorities and quantum for first tranche of
investment.

Phase 3: Delivery of World Class
Experience (FY33-38)

Phase 3 will see focus move from the Corridor
and into the reorganisation and redevelopment
of Piopiotahi Milford Sound. Key activities will
include:

> embedded benefit measurement and
monitoring frameworks, including with
concessionaires

> progressing reorganisation and development
of Piopiotahi Milford Sound village, including

— realignment of the aerod om and
associated upgrades

— the remediation and d velopment of Little
Tahiti
> further conside at on of impact of cruise and
air access, and

> review and refresh of shared vision, including
whe her new management approaches are
required.

A transitional period will be required

Phase 1 anticipates significant policy decisions
and planning work as Government considers
this business case and the scope of its ultimate
implementation.

There will be an intervening period while new
management and governance arrangements are
being developed, and enabling legislation
passed. It will be important to maintain
momentum through this period, including
progressing initial planning, constructing the
park entrance, and continuing to engage with
local communities and affected stakeholders.

Given the complexity of some of the proposed
legislative changes, Ministers may consider the
case for progressing with the implementation of
a statutory levy separate from the wider system
changes.

THERE IS A NEED FOR A DEDICATED
TRANSITION PLAN

We understand that, post-receipt of the
Business Case, DOC will take ownership of
supporting final policy advice to Ministers to
support implementation decisions, working with
partner agencies.
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: Legislative Implications

This paper sets out the key policy recommendations from
the Ministerial Advisory Board to support the
implementation of the Project. It sets out the key issues,

supporting rationale, and an indication of the legislative
implications and approach. These recommendations are

consi tent with achieving the proposals in Option 4 as set
o ti the Business Case.

Charging for access

Cabinet has previously agreed to the Masterplan
proposal to charge international visitors for access to
Milford [DEV-21-MIN-0135 refers], with revenue gathered
intended to enable the project to be self-funding and
support wider investment into conservation and
community initiatives.

Visitor growth to Piopiotahi Milford Sound has been
significant. Visitor numbers nearly doubled within the last
decade, from 444,000 in 2012 to just under 870,000 in
2019 and annual visitation is expected to continue to rise.

Under the status quo, there is free rider problem due to
market failure. Most visitors to Piopiotahi Milford Sound

approximately 80% — are international visi ors These
visitors are unlikely to be contributing o New Zealand
taxes and rates that fund government activities and
infrastructure that they benefit from and exacerbate the
need for (for example: national ark biodiversity, waste
management, public toil tfacilities). International
visitors are underpay ng or the use of the good. In this
case, New Zealand axpayers and rate payers pay for the
good, but they are nly a small portion of the
beneficiaries

Mosti ternational visitors to New Zealand pay the $35
Intern tional Visitor Conservation and Tourism Levy (IVL)
that aims to address current challenges in the tourism
and conservation system. However, visitors from
Australians and most Pacific Island nations are exempt

MILFORD OPPORTUNITIES PROJECT BUSINESS CASE—06. MANAGEMENT CASE

from paying the IVL. The IVL’s revenue is split 50-50
between MBIE Tourism and DOC and invested in projects
across the country as opposed to specifically at-place.

In order to address this free rider issue, the Milford
Opportunities Masterplan proposed charging
international visitors to access Piopiotahi Milford Sound.
Recent research conducted by Kantar found that 79
percent of survey participants support an access fee with
a willingness to pay $90-$110 per person (although this is
lower for Australian visitors). The charge is intended to
generate revenue from international visitors to support a
regenerative tourism model, where Piopiotahi Milford
Sound is self-funding and international visitors can “give
back” to conservation and community in the area.
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Policy issue Policy recommendation Rationale for policy recommendation Legislative implicati ns of this recommendation

functions to the Piopiotahi Investment and also be required ointroduce higher penalties for non-
Delivery Entity.'® compliancew hp rkingrestrictions on the State Highway
> Good communication, education and and withinth n tional park.

marketing to ensure visitors know that there is
limited carparking that must be pre-booked
while they plan their trip to Piopiotahi Milford
Sound. Concession conditions could require
operators to provide this information to
visitors via booking processes.

> Technology for visitors to pre-book the limited
carparks each day and to allow only visitors
with pre-booked carparks to enter the parking
facility each day.

> Parking enforcement methods to prevent
visitors from parking elsewhere in the Milford
Sound Village, noting that non-compliance of
parking is already an issue in Piopiotahi
Milford Sound and other key tourism
destinations (for example, Aoraki).

> To support this, we believe thereis a
reasonable case to justify high penalties to
deter non-compliance, given the negative
impacts that non-compliant parking would
have on the overall visitor experience and
individuals’ safety.

8 NZTA does not have enforcement officers, utw ere agreed with NZTA, local council parking wardens can be delegated authority to enforce parking restrictions along state highways.
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Policy issue Policy recommendation Rationale for policy recommendation Legislative implications of thi recommendation

Ngai Tahu, the Departme t fConservation, Environment
Southland, and Southl nd istrict Council and seek input from the
community and locals keholders such as the Fiordland Marine
Guardiansand S ut and Conservation Board.

> Develop ate yearPiopiotahi Special Amenities Area and
Investmen Plan, and review this plan every three years, which
should

Id ntify the priorities planned for Piopiotahi Milford Sound to give
effect to the vision

— Spatially plan the area, identifying the commercial activities and
visitor experiences that occur within each part, and the
environmental and conservation outcomes that should be
sought or protected.

— Recommend a process for allocating concession opportunities,
including conditions that should be applied.

— Identify access controls or limits that should be in place.

— Include an investment and implementation plan which sets out a
programme of works over the course of the plan’s life.
— Recommend scope, quantum, and purpose of any access
charge.
— Identify priorities for environmental investment.
> Consult and engage with affected stakeholders and the public in the

development of this plan

> Consult and engage with and provide advice to the range of
agencies with responsibilities relating to the Piopiotahi Milford
Sound, to achieve an integrated, holistic, and co-ordinated
approach to the implementation of the vision and the plan.'®

> Collect the access charge on behalf of the identified SPV, and
communicate on how itis used.

> Implement access controls including through parking bylaws

'8 This includes providing non-binding recommend tion to Ministers of Conservation, Tourism and Transport, Department of Conservation, Waka Kotahi, MBIE, Southland District Council and Environment Southland. The Entity may advise on the exercise of
responsibilities, functions and powers nder re evant legislation including the National Parks Act 1980, Conservation Act 1987, Resource Management Act 1991, Local Government Act 2002, Government Roading Powers Act 1989, and Land Transport
Management Act 2003.
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Policy issue Policy recommendation Rationale for policy recommendation

Legislative implications of thi recommendation

> Monitor operator perform n e and visitor trends

> Monitor and address tranquillity, biodiversity and ecological impact
through undertak ng assessments, including on the impact of cruise
ship access and erodrome activities

> Allocate fund ngfor conservation and environmental initiatives, in
line with the priorities and settings set out in the Piopiotahi Special
Am nit s Area and Investment Plan.

> Coordinate and procure the physical works required, and provide
dvice to DOC on the appropriate concession terms and conditions

> Own, operate, and maintain core public-good infrastructure that is
not privately owned.

The Entity’s powers:

> The Piopiotahi Special Amenities Area and Investment Plan
development and oversight - Develop, review and recommend the
10-year Piopiotahi Special Amenities Area and Investment plan to be
confirmed by Ministers, in accordance with process defined in
legislation, and to be reviewed every three years. This may require
supporting powers, such as powers to conduct hearings on the plan
and recommend changes to the Plan out of the review cycle if
necessary. While DOC retains responsibility for monitoring and
compliance with the Plan, the Piopiotahi Investment and Delivery
Entity has a role advising DOC on its use of these powers.

> Hold delegation powers from the SPV to collect, monitor, enforce
and spend the access charge (in the form of a levy) on its behalf.
This is likely to require a range of specific powers including issuing
infringement notices and requesting proof of payment.

> Advisory powers to support and advise DOC on the administration
of the concessions regime in Piopiotahi Milford Sound. Powers of
granting, oversight and enforcement of authorisations remains with
DOC. Potential for some powers to be delegated to the Piopiotahi
Investment and Delivery Entity where appropriate. At a minimum
this is likely to include powers to hold, share and request
confidential information relating to the regulation of concessions
from both DOC and concessionaires (e.g. any reporting from
concessionaires). This includes supporting operationalisation of
the approach to managed access, including through setting
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